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ITEM 1.

(@)

directors of the issuer:

Name

David Breen, Jr.

Clair J. Britt, Jr.

Andrew Fredricksen

James A. Homburger

Theodore Marshall

Anthony Paliotti

James E. Santelli

Robert A. Schick

John J. Werner, Jr.
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PART I - NOTIFICATION

Significant Parties

Business
Address

Breen Fam Inc.
P.O.Box 96

Williamson, New York 14589-0096

The Lyons National Bank
35 William Street
Lyons, New York 14489

16 East Main Street, Suite 500
Rochester, New York 14614
James A, Homburger

305 East Avenue

Newark, New York 14513
Marshall Family Associates, LLC
2737 Erie Drive

Weedsport, New York 13166

none

none

The Lyons National Bank
35 William Street
Lyons, New York 14489

non¢

I-1

The following lists the names and business and residential addresses of the

Residential
Address

2038 Daansen Road
Palmyra, New York 14522

8632 Helch Road
Lyons, New York 14489

23 Hampton Lane
Fairport, New York 14450

6360 Ann Lee Drive
North Rose, New York 14516

2776 Marshall Street
Weedsport, New York 13166

31 Culver Street
Lyons, New York 14489

2096 Warmncke Road
Lyons, New York 14489

477 South Main Street
Geneva, New York 14456

9469 Bridger Lane
North Rose, New York 14516



(b) The following lists the names and business and residential addresses of the

executive officers of the issuer:

Name

Robert Schick, President

Kenneth Burt, Treasurer

Jan Mastracy, Secretary

(c) The issuer has no general partners.

Business
Address

35 William Street

Lyons, New York 14489

35 William Street

Lyons, New York 14489

35 William Street

Lyons, New York 14489

Residential
Address

477 South Main Street
Geneva, New York 14456

186 Caroline Street
Clyde, New York 14433

40 Madison Street
Lyons, New York 14489

(d The following lists the names and business and residential addresses of the
record owners of 5% or more of the issuer’s common stock, its only outstanding class of

securities.

Name

Albert O. Fenvessey

Anthony Paliotti

Philip L. Paliotti

John J. Werner, Jr.

Estate of William S. Gavitt
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Business

Address

none

nomne

none

none

none

Residential
Address

22 Ramsey Park
Rochester, New York 14610

31 Culver Street
Lyons, New York 14489

40 Dickerson Street
Lyons, New York 14489

9469 Bridger Lane
North Rose, New York 14516

P.O. Box 96
Lyons, New York 14489-0096



(e) The following lists the names and business and residential addresses of the
beneficial owners of 5% or more of the issuer’s common stock, its only outstanding class of
securities: -

Name Business Residential
Address Address
Albert O. Fenvessey none 22 Ramsey Park

Rochester, New York 14610

Anthony Paliotti none 31 Culver Street
Lyons, New York 14489

Philip L. Paliotti none 40 Dickerson Street
Lyons, New York 14489

John J, Wemner, Jr. none 9469 Bridger Lane
North Rose, New York 14516

Estate of William S. Gavitt none P.O. Box 96
Lyons, New York 14489-0096
® There are no promoters of the issuer in connection with this offering.

(g) The table in (a) identifies each person who may be deemed to be an
affiliate of issuer.

Name of Affiliate Address

The Lyons National Bank 35 William Street
Lyons, New York 14489

Lyons Realty Associates Corp. 35 William Street
Lyons, New York 14489

LNB Life Agency Inc. 35 William Street
Lyons, New York 14489

Lyons Capital Statutory Trust I 35 William Street
Lyons, New York 14489

See officers, directors and record and beneficial owners listed in items (a) through (e) above.

(h) Woods Oviatt Gilman LLP, 700 Crossroads Building, Rochester, New
York 14614 serves as counsel to the issuer with respect to the proposed offering.
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(1), (), (k), (1), (m)  There will be no underwriter with respect to the proposed
offering.

ITEM 2. Application of Rule 262

No persons identified in response to Item 1 are subject to the disqualification
provisions set forth in Rule 262.

ITEM 3. Affiliate Sales
Not applicable.
ITEM 4. Jurisdictions in Which Securities Are to be Offered

The issuer, by means of this offering circular, is making this offering in the States
of Florida, New York, North Carolina and South Carolina, directly through its executive officers
and directors. No director, officer or other employee of the issuer will receive remuneration in
connection with the sale of the securities in this offering, except such persons may be reimbursed
their reasonable out-of-pocket expenses.

ITEM 5. Unregistered Securities Issued or Sold Within One Year

On December 31, 2003, the issuer effected a 2-for-1 stock split of its outstanding
shares of common stock. All figures reported in this Item 5 have been restated to reflect this
stock split.

(a) Since February 20, 2003, Lyons Bancorp., Inc., has issued its common
stock to the following persons in the following amounts and aggregate offering prices:

No. of Aggregate
Name and Identity Shares Offering Price

Robert A. Schick 1,560 $35,100.00
President, CEO and Director

Lyons Bancorp, Inc.

The Lyons National Bank

Clair J. Britt, Jr. 300 $6,750.00
Executive Vice-President, The Lyons

National Bank

Director, Lyons Bancorp, Inc.
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Name and Identity

Kenneth Burt

Chief Financial Officer,
The Lyons National Bank
Treasurer, Lyons Bancorp

Noelle Donselaar
Assistant Vice-President and MIS Officer
The Lyons National Bank

Henry O’Reilly
Director of Internal Audit, The Lyons
National Bank

Kimberly A. Kelley
Director of Human Resources, The Lyons
National Bank

Helen Santelli
wife of director, James Santelli

Margaret A. Haring
sister of Clair J. Britt, Jr.

P. Stephan Smith and Nancy Smith
father-in-law and mother-in-law of Clair
J. Britt, Jr.

Philip Dodson

Existing shareholder of Lyons Bancorp,
Inc. and customer of The Lyons National
Bank

Rick Kelley

Existing shareholder of Lyons Bancorp,
Inc. and customer of The Lyons National
Bank

Thomas H. Pease
Existing shareholder of Lyons Bancorp,
Inc. and customer of The Lyons National

Bank

I-5

No. of Aggregate
Shares Offering Price
200 $4,500.00
200 $4,500.00
200 $4,500.00
200 $4,500.00
4,000 $104,000.00
400 $10,800.00
2,200 $50,600.00
160 $4,100.00
150 $3,618.75
400 $10,500.00



No. of Aggregate

Name and Identity Shares Offering Price
Edward Kime 1,694 $44,467.50
Existing business relationship with Mr.

Britt

We sold the following securities pursuant to Section 4(2) under the Securities Act of
1933, as amended, based upon the limited number of offerees, their relationship to the issuer, the
number of shares offered in each offering, the size of the respective offerings, and the manner of
each offering. Schick, Britt, Burt, Donselaar, O’Reilly and Kimberly Kelly are members of the
Lyons National Bank senior management and/or directors. Robert Schick’s shares were
purchased under the terms of his employment agreement which allows him to purchase shares
under a bonus arrangement at $22.50 per share in 2003.

(b) Each of the following person made private resales of shares of the issuer’s
stock since February 20, 2003. Each person had held the shares sold for at least 2 years prior to
the sale. William Gavitt, Sr., transferred 200 shares to his daughter Sarah G. Holland in
February 2003. Anthony Paliotti sold 1,000 shares to TSB Services, Inc., for $50.00 per share in
June 2003. TSB Services, Inc., is the holding company for Tioga State Bank headquartered in
Spencer, New York. Anthony Cataldi, Vice-President, sold 400 shares for $53.75 per share to
his brother Daniel Cataldi, and a company controlled by him, in October 2003.

ITEM 6. Other Present or Proposed Offerings

The issuer has reserved for issuance a total of 10,000 shares of common stock
which may be issued to employees and non-employee directors under the issuer’s Restricted
Stock Plan. The Plan provides for the grant of restricted stock to eligible participants for such
consideration to be given by the participant as determined by the Board of Directors in its sole
discretion, including consideration for past services rendered. The purpose of the Plan is to
provide a means whereby the issuer may, through the grant of restricted stock awards, attract and
retain individuals and motivate them to exercise their best efforts on behalf of the issuer and its
subsidiaries. As of the date hereof, no shares of common stock have been awarded under the
Plan.

The issuer may also award shares to its executive officers, Robert A. Schick, Clair
J. Britt, Jr., and Kenneth Burt pursuant to deferred compensation arrangements under
employment agreements with these persons. Under Mr. Schick’s employment agreement, he is
eligible to receive deferred compensation in the amount of $35,000 in 2004. That amount is to
be increased in each subsequent year by $5,000 to reflect an annual cost of living adjustment
through May 2011. Mr. Britt is entitled to receive deferred compensation in 2004 in the amount
of $10,000. That amount may be increased annually as determined by the Board of Directors in
its discretion under the five (5) year term of the agreement. Mr. Burt is entitled to receive
deferred compensation in 2004 in the amount of $7,500. That amount may be increased annually
as determined by the Board of Directors in its discretion under the three (3) year term of the
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agreement, which may be automatically renewed for a total term of up to nine (9) years. The
amount of stock that may be purchased under each of the agreements is based on the last
reported sale price in the issuer’s stock in the market on which it trades as of December 31 of the
prior year. The stock is restricted and will not vest until the earlier of the executive’s death,
termination of employment, retirement, termination of the employment agreement, or a change
of control as defined in the employment agreements.

ITEM 7. Marketing Arrangements

(@)  There is no arrangement to limit or restrict the sale of other securities of
the same class as those to be offered for the period of distribution, to stabilize the market for any
securities to be offered or for withholding commissions.

(b) No underwriter will be used in connection with this offering.
ITEM 8. Relationship with Issuer of Experts Named in Offering Statement

No expert named in the offering statement as having prepared or certified any part
thereof was employed for such purpose on a contingent basis or, at the time of such preparation
or certification or at any time thereafier, had a material interest in the issuer or any of its parents,
subsidiaries or was connected with the issuer or any of its subsidiaries as a promoter,
underwriter, voting trustee, director, officer or employee.

ITEMO, Use of a Solicitation of Interest Document

A letter concerning the availability of offering materials was mailed to existing
shareholders of the issuer on January 22, 2004. A form of the letter was submitted to the
Commission on January 6, 2004, and an amended form was submitted on January 22, 2004,

{456552:)
1-7



wr

{456552:}

PARTII

OFFERING CIRCULAR



ry Offering Circular

g circular which is not designated as a Preliminary Offering

filed with the Commission becomes qualified. This Preliminary Offering Circular shall not constitute an offer to sell or the solicitation of an offer to

LYONS BANCORP, INC.

—@
LYONS BANCORP INC.
N ——————

35 William Street
Lyons, New York 14489
(315) 946-4871

We are offering up to 80,000 units We expect the offering price to be between
$30.00 and $32.00 per unit. Each unit will consist of one share of common stock and one
detachable warrant. Each warrant entitles its holder to purchase, at any time, before June
30, 2006, (unless extended by us) one additional share of common stock at an exercise
price that we expect to be between $32.00 and $34.00 per unit.

We are offering the units directly on a best efforts basis without an underwriter or
any minimum number of units that must be sold. Each investor, other than an employee or
current shareholder of the Bank, must purchase at least 100 units. All orders for units are
irrevocable once executed and delivered by an investor. We have not made any
arrangements to place funds received from investors in an escrow, trust or similar account.
We will not pay interest on amounts remitted with unit orders, including rejected orders.
The offering shall commence on , 2004 and will terminate on
2004, unless we extend the offering for an additional 30 days.

There is no trading market for the units. The shares of common stock and warrants
comprising the units will separate immediately upon issuance and will trade as separate
securities. Our stock is quoted on the OTC Bulletin Board under the symbol “LYBC.”
The most recent trade of our common stock occurred on , 2004, at a price of
$ per share. There is no current trading market for the warrants and we do not
intend to list the warrants on any exchange.

THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION DOES NOT
PASS UPON THE MERITS OF OR GIVE ITS APPROVAL TO ANY SECURITIES
OFFERED OR THE TERMS OF THE OFFERING, NOR DOES IT PASS UPON THE
ACCURACY OR COMPLETENESS OF ANY OFFERING CIRCULAR OR OTHER
SELLING LITERATURE. THESE SECURITIES ARE OFFERED PURSUANT TO AN
EXEMPTION FROM REGISTRATION WITH THE COMMISSION; HOWEVER, THE
COMMISSION HAS NOT MADE AN INDEPENDENT DETERMINATION THAT THE
SECURITIES OFFERED HEREUNDER ARE EXEMPT FROM REGISTRATION.

buy nor shall there be any sales of these securities in any state in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the laws of any such state.

An offering statement pursuant to Regulation A relating to these securities has been filed with the Securities and Exchange Commission. Information contained in this Prelimina

is subject to completion or amendment. These securities may not be sold nor may offers to buy be accepted prior to the time an offerin

Circular is delivered and the offering statement

Proceeds to the
Price to the public Discount and Commissions'” Company®
Per Unit $ 8-0- $
Maximum Total $ $-0- $
€)) We will not pay any commission or other compensation to our officers based on their selling efforts
in the offering.
2) Before deducting $ in estimated offering expenses payable by us, including, among others,

printing, mailing and marketing expenses as well as legal and accounting fees.
This investment involves risk. See “Risk Factors” beginning on page 12.

The date of this Preliminary Offering Circular is February 20, 2004
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NEITHER THE UNITS NOR THE SHARES OF COMMON STOCK INCLUDED
WITH EACH UNIT IS A DEPOSIT OR AN ACCOUNT OF OUR BANK
SUBSIDIARY AND ARE NOT INSURED BY THE FEDERAL DEPOSIT
INSURANCE CORPORATION OR ANY OTHER GOVERNMENT AGENCY.

THIS OFFERING CIRCULAR IS NOT AN OFFER TO SELL OUR UNITS AND IS
NOT SOLICITING AN OFFER TO BUY OUR UNITS EXCEPT TO RESIDENTS
OF THE STATES OF NEW YORK AND TO EXISTING SHAREHOLDERS OF
LYONS BANCORP WHO ARE BONA FIDE RESIDENTS OR CERTAIN OTHER
RESIDENTS OF THE STATES OF FLORIDA, NORTH CAROLINA OR SOUTH
CAROLINA TO WHOM THIS OFFERING CIRCULAR IS DELIVERED.

THIS OFFERING CIRCULAR CONTAINS ALL OF THE REPRESENTATIONS
BY US CONCERNING THIS OFFERING, AND NO PERSON SHALL MAKE
DIFFERENT OR BROADER STATEMENTS THAN THOSE CONTAINED
HEREIN. INVESTORS ARE CAUTIONED NOT TO RELY UPON ANY
INFORMATION NOT EXPRESSLY SET FORTH IN THIS OFFERING
CIRCULAR.

NOTICE TO FLORIDA INVESTQORS

THE SECURITIES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER THE
FLORIDA SECURITIES ACT. EACH OFFEREE WHICH IS A FLORIDA RESIDENT SHOULD
BE AWARE THAT SECTION 517.061(11)(A)5) OF THE FLORIDA SECURITIES ACT
PROVIDES, IN RELEVANT PART, AS FOLLOWS: "WHEN SALES ARE MADE TO FIVE OR
MORE PERSONS IN FLORIDA ANY SALE IN FLORIDA MADE PURSUANT TO SECTION
517.061(11) IS VOIDABLE BY THE PURCHASER IN SUCH SALE EITHER WITHIN THREE
DAYS AFTER THE FIRST TENDER OF CONSIDERATION IS MADE BY THE PURCHASER TO
THE ISSUER, AN AGENT OF THE ISSUER OR AN ESCROW AGENT OR WITHIN THREE
DAYS AFTER THE AVAILABILITY OF THAT PRIVILEGE IS COMMUNICATED TO SUCH
PURCHASER, WHICHEVER OCCURS LATER."

THE AVAILABILITY OF THE PRIVILEGE TO VOID SALES PURSUANT TO SECTION
517.061(11) IS HEREBY COMMUNICATED TO EACH FLORIDA OFFEREE. EACH INVESTOR
ENTITLED TO EXERCISE THE PRIVILEGE TO VOID SALES GRANTED BY SECTION
517.061(11)(A)(5) AND WHO WISHES TO EXERCISE SUCH RIGHT, MUST, WITHIN THREE
DAYS AFTER THE TENDER OF ITS SUBSCRIPTION TO US OR TO ANY AGENT OF THE
COMPANY (INCLUDING ANY SELECTED DEALER ACTING ON BEHALF OF US OR ANY
SALESMAN OF SUCH SELECTED DEALER) OR AN ESCROW AGENT CAUSE A WRITTEN
NOTICE OR TELEGRAM TO BE SENT TO US AT THE ADDRESS PROVIDED IN THIS
MEMORANDUM. SUCH LETTER OR TELEGRAM MUST BE SENT AND, IF POSTMARKED,
POSTMARKED ON OR PRIOR TO THE END OF THE AFOREMENTIONED THIRD DAY. IF
AN INVESTOR IS SENDING A LETTER, IT IS PRUDENT TO SEND SUCH LETTER BY
CERTIFIED MAIL, RETURN RECEIPT REQUESTED, TO ASSURE THAT IT IS RECEIVED
AND ALSO TO EVIDENCE THE TIME IT WAS MAILED. SHOULD AN INVESTOR MAKE
THIS REQUEST ORALLY, IT MUST ASK FOR WRITTEN CONFIRMATION THAT ITS
REQUEST HAS BEEN RECEIVED.

NOTICE TO SOUTH CAROLINA INVESTORS

THE SECURITIES OFFERED HEREBY ARE PURSUANT TO A CLAIM OF EXEMPTION
UNDER THE SOUTH CAROLINA UNIFORM SECURITIES ACT. A REGISTRATION
STATEMENT RELATING TO THESE SECURITIES HAS NOT BEEN FILED WITH THE SOUTH
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NOTICE TO SOUTH CAROLINA INVESTORS

THE SECURITIES OFFERED HEREBY ARE PURSUANT TO A CLAIM OF EXEMPTION
UNDER THE SOUTH CAROLINA UNIFORM SECURITIES ACT. A REGISTRATION
STATEMENT RELATING TO THESE SECURITIES HAS NOT BEEN FILED WITH THE SOUTH
CAROLINA SECURITIES COMMISSIONER. THE COMMISSIONER DOES NOT
RECOMMEND OR ENDORSE THE PURCHASE OF ANY SECURITIES, NOR DOES IT PASS
UPON THE ACCURACY OR COMPLETENESS OF THIS OFFERING CIRCULAR. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

{472628:}
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QUESTIONS AND ANSWERS
ABOUT BUYING UNITS OFFERED BY LYONS BANCORP, INC.

o [ Y

As used through this Offering Circular, the terms “we,” “us,” “our” and “Lyons

Bancorp” refers to Lyons Bancorp, Inc. “Bank” refers to our wholly-owned subsidiary, The
Lyons National Bank.

We have adjusted all share amounts and per share data relating to our common stock in

this Offering Circular to reflect our December 31, 2003 2-for-1 stock split.

Q:
A:
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What is being offered?

We are offering up to 80,000 units, with each unit consisting of one share of common
stock and one detachable warrant that expires on June 30, 2006 unless extended by us
through a written notice to all warrant holders. Each warrant entitles the owner to
purchase one share of our common stock at an exercise price of $ per share.

How will the units be offered?

The units will be offered to the general public in the State of New York and to residents
and others whom either are existing shareholders or have relationships with one or more
of our executive officers in the States of Florida, North Carolina and South Carolina. We
intend to give first preference to current shareholders, followed by bank customers and
then to the general public with a preference given to citizens residing in the Bank’s
market area. Our marketing for this offering will be accomplished through a combination
of telephone calls, mail and personal visits and meetings.

What is the purchase price of the units being offered?
The purchase price is $ per unit in this offering. The price of the units is the same
for all purchasers.

Will I be charged a commission for the purchase of the units?

No.

How many units can I purchase in the offering?

The minimum number of units per an order from each purchaser is 100, except for
employees of the Bank who may purchase a minimum of 25 units and shareholders who
are not subject to any minimum. Once you have met the minimum, you may purchase
additional units in any number. However, we reserve the right to limit the number of
units sold per an order.
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How do I order the units?

Investors receiving purchase order forms must complete the order form by following the
instructions printed on the form, signing the form and returning it to us in the envelope
provided or deliver it to our main office located at 35 William Street, Lyons, New York
14489 prior to the termination of the offering. Payment or a funds withdrawal
authorization must accompany the purchase order.

How do I pay for the units?

Payment may be made by check, bank draft, money order or by authorizing withdrawal
of funds from a deposit account at the Bank.

Will I receive confirmation that you have received my order?
Yes. Confirmation will be mailed to you a few days after we receive your order form in
good form. If you choose to deliver your completed order form to our main office, you

will not receive a confirmation at that time. It will be mailed after we review your order
for completeness.

What is the deadline for purchasing units?
Your completed purchase order and payment must be received by us no later than 5:00
P.M. Eastern Time on , 2004, unless weé extend the offering. We may, in our

sole discretion, extend the offering beyond the initial expiration date for up to 30
additional days.

When will I receive a stock certificate and a warrant certificate?
Stock certificates and warrant certificates will be issued as soon as practical after the
completion of the offering.

As a depositor, am I obligated to buy units?

No.

As a present shareholder, am I obligated to buy units?

No, but you may wish to purchase units in order to preserve your present percentage
ownership in our outstanding common stock.
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As a current shareholder, how do I know the number of units that I should
purchase to preserve my present ownership percentage in the outstanding common
stock of Lyons Bancorp?

To approximately preserve your present ownership percentage in our outstanding
common stock, you should purchase 1 unit for every 9 of our shares that you currently
hold. The exact formula requires that you multiply the number of shares you currently
hold by 11.32%. This calculation assumes that all 80,000 units are sold in the offering
but does not give effect to additional shares of common stock that may be issued upon
exercise of the warrants included in the units being offered. We will not accept any
purchase orders for partial units.

May I register the shares of common stock or warrants that I will own through my
purchase of units in a name other than my own?

Generally, the stock and warrants owned through the purchase of units must be registered
in the name of the purchaser as indicated on the purchase order form. However, shares or
warrants may be held as custodian for a minor under the Uniform Gift to Minors Act of
various states. For further information regarding registration of shares of common stock
or warrants, see “Guidelines for Registering Stock and Warrants” on the reverse side of
the order form or consult your legal advisor.

Can I order units for my IRA or Keogh Plan?

You must determine if your IRA or Keogh Plan allows for stock investments. Please
consult your IRA or Keogh Plan Representative regarding this issue.

Will shares or warrants I receive upon the purchase of the units be insured?

No. Unlike savings accounts, deposits or other obligations of the Bank, the shares and
warrants issued to you will not be insured by the FDIC or any other governmental entity.

What restrictions are there on the future sale of common stock or warrants issued
with the units in this offering?

There are generally no restrictions on the post-offering sales of shares of common stock
or warrants by investors who are residents of the State of New York. However, our
directors and executive officers and those of the Bank and investors residing in Florida,
North Carolina and South Carolina are subject to certain resales restrictions.
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Will there be any changes in the management or employees as a result of the
offering?

No. Our current officers and those of the Bank and the Bank’s subsidiaries will continue
in their same positions as will the employees of the banking offices and other
departments of the Bank. Our day-to-day activities will not change, and we will maintain
our long-standing commitment to the communities we serve.

Has the Board of Directors made a recommendation to current shareholders with
respect to the offering?

No. Our Board of Directors expresses no opinion and does not make any
recommendation whether you should order any units. You must make an investment
evaluation of the offering according to your best interests upon consultation with your
financial advisor.

Are your directors and officers and those of the Bank planning to participate in the
offering?

Yes. We expect that our directors and the executive officers and those of the Bank will
subscribe for approximately 7,000 units, subject to availability.

Will dividends be paid on the shares of common stock purchased with the units?

Our Board of Directors intends to continue its policy of paying a regular quarterly
dividend on our common stock. Our Board of Directors has also adopted a strategic goal
of increasing over time our pay-out ratio of dividends as a percentage of our net income
from its current rate of 24% to 40%. However, there can be no guarantee that dividends
will be paid or the amount of any dividends that will be paid. Payment of dividends is at
the discretion of our Board of Directors, and the amount, if any, depends upon our
financial resources, the earnings and financial needs of the Bank and our other
subsidiaries and regulatory restrictions that apply to us and the Bank.

Once the offering is closed and certificates for the shares and warrants have been issued
to a purchaser for the securities included in the units bought by him, the purchaser will
become the owner of record of those securities. If as expected, the offering closes on
May 5, 2004, the new shares issued in this offering will be eligible for any dividend
declared to our shareholders of record on or after that date. The next regularly scheduled
date of record for dividends paid by us is June 30, 2004.
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How can I get further information about the offering?

The Offering Circular describes the offering in detail. If you would like further
information, please call (315) 946-4871 or stop by our main office located at 35 William
Street, Lyons, New York, 14489. Our main office will be open for those individuals
wanting to ask questions or pick up additional materials in person between 9:00 AM and
5:00 PM, Monday through Friday until the closing of the offering.
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SUMMARY

This summary highlights selected information from this Offering Circular and may not
contain all the information that you should consider before investing in the units we are offering.
To understand the offering properly, you should read the entire document carefully, including
the risk factors and our consolidated financial statements and the related notes.

We have adjusted all share amounts and per share data relating to our common stock in
this Offering Circular to reflect our December 31, 2003 2-for-1 stock split.

Lyons Bancorp, Inc. and its Subsidiaries

Lyons Bancorp, Inc. is a financial holding company registered with the Board of
Govemors of the Federal Reserve System. We were incorporated in 1987 under the laws of New
York. We own and operate The Lyons National Bank, which is our principal subsidiary. We
also own all of the common beneficial interest of Lyons Capital Statutory Trust I, which is a
Connecticut statutory trust which we formed in June 2003 in connection with the issuance of its
$1,000,000 of preferred trust capital securities.

The Lyons National Bank is a full service, nationally chartered, community-oriented
commercial bank serving Wayne County and portions of Cayuga, Monroe, Onondaga, Ontario,
Seneca and Yates Counties in New York through nine full-service banking offices located in
Lyons (two offices), Wolcott, Newark, Macedon, Ontario, Jordan, Clyde and Geneva New York,
an ATM network and Internet and telephone banking services. The Bank owns all of the
common stock of Lyons Realty Associates Corp., a real estate investment trust which holds a
portfolio of real estate mortgages. The Bank also owns all of the capital stock of LNB Life
Agency, Inc., which provides non-insured financial services and products to our customers.

During the past five years we have committed ourselves to executing our strategic plan.
The plan outlines in detail the actions we are pursuing to increase the Bank’s loans, deposits and
services provided by our existing banking offices through expansion of the customer base within
these offices and enhancing current customer relationships. It also frames how we plan to grow
our franchise by expanding into selected new markets. Our goal is to achieve sustained levels of
operating earnings and returns on equity commensurate with a prudently managed high-
performing community-based financial services company.

Since 1999, we have experienced significant growth in our assets, deposit base, loan
portfolio and net worth. As of December 31, 2003, we had $212.8 million in total assets, $127.6
million in total loans, $174.2 million in total deposits and $14.8 million in shareholders’ equity.
This represents growth during this five year period of §4.6%, 113.4%, 80.5%, and 82.7% in each
of these categories.

During 2003 we reported record net income of $1.6 million or $2.33 per diluted share, a
25% increase over 2002 net income. In 2003 we also rewarded our shareholders by increasing
our annual dividend pay out to 24.72% of our net income, from 20.37% of our net income in
2002. We believe continued opportunities exist for our shareholders by remaining focused on
the successful execution of our strategic plan. As we execute our strategic plan, we plan to
reward our shareholders by continuing to increase our annual cash dividend payout. Our plan is
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to increase the annual payout of our net income as a dividend over time up to a maximum
amount of 40% of our net income. We also plan to continue analyzing strategies, such as the
most recent 2-for-1 stock split, to increase the liquidity of our shares.

Our principal executive office is located at 35 William Street, Lyons, New York 14489,
Our telephone number is (315) 946-4871, and our web site is www.lyonsbank.com. Information
on our web site is not a part of this Offering Circular.

The Offering

We are offering up to 80,000 units at a price of $§____ per unit. Each unit consists of one
share of Lyons Bancorp common stock and one detachable warrant. The warrant will permit its
holder to purchase one share of our common stock at an exercise price of § . Each warrant
may be exercised at any time after the closing but on or before June 30, 2006 (unless extended
by us).

As of the date of this Offering Circular, we have outstanding 706,676 shares of common
stock and 11,875 shares reserved for issuance pursuant to employee stock plans, including 1,875
shares available for purchase under employment agreements with our executive officers and
10,000 shares available for future awards under our Restricted Stock Plan. If this offering is
fully subscribed, then following the offering and assuming no warrants issued in this offering are
exercised, we will have outstanding 786,676 shares of common stock, 80,000 shares reserved for
issuance pursuant warrants purchased in this offering and 11,875 shares pursuant to employee
plans.

The Form of Warrant Certificate is attached to this Offering Circular as Exhibit A.

How We Determined the Per Unit Purchase Price and Warrant Exercise Price

To determine the price of the units we looked at a variety of factors relevant to the
valuation of our business and common stock, including the historic trading price of our stock as
reported on the OTC Bulletin Board and comparisons with other similar upstate banks. We
included the warrant as an additional inducement for new purchases in this offering. We set the
warrant exercise price at a level that we hope is exceeded by our stock price during the warrant
exercise period so that holders will be induced to exercise their warrants. In establishing the
warrant exercise price, we also considered that setting the price at a premium would reflect the
long-term benefit to all investors of our previous and current investments. After the offering
closes, and before June 30, 2004, for income tax purposes we will send to each person who
purchases units our estimate of the tax basis of each share and warrant at the time of closing. For
more information, please see “INFORMATION ABOUT THIS OFFERING - Determination of
Offering Price.”

Persons Who Can Order Stock

We are offering the units in the following order of preference:

e Shareholders of record at the closing of business on , 2004,
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e After we have made a determination of the number of units to be sold to
shareholders, we will consider orders from our account holders and from the
general public in the states where we are making this offering, with preference
given to account holders and persons residing in our market area.

How We Will Use the Proceeds

We intend to use the net proceeds from this offering for general corporate purposes,
including providing additional equity capital to the Bank to support the growth of its operations
and anticipated increases in its loans and deposits as its business grows. We may also use the
proceeds from the offering to fund dividends to our shareholders rather than from Bank
dividends thereby allowing the Bank to retain and use its funds for the same general corporate
purposes. Until we use the net proceeds, we intend to invest such proceeds in short-term and
intermediate-term interest bearing securities or in deposits in our Bank subsidiary. See “HOW
WE INTEND TO USE THE PROCEEDS.”

Important Risks in Owning Lyons Bancorp’s Common Stock and Warrants

Before you decide to purchase units, you should read the “RISK FACTORS” section on
pages 12 to 21 of this Offering Circular.
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SUMMARY OF CONSOLIDATED FINANCIAL INFORMATION

The following table summarizes our selected historical consolidated financial information
and other financial data. The selected balance sheet and statement of income data are derived
from our audited consolidated financial statements. The information should be read together
with our consolidated financial statements and the related notes and “Management’s Discussion
and Analysis of Financial Condition and Results of Operation.” The historical results are not
necessarily indicative of results that may be expected for any future periods.

For the year ended December 31
Statement of Income Summary: 2003 2002 2001
(Dollars in thousands, except per share data and ratios)

Interest income $ 9,931 $ 9,388 $ 8,982
Interest expense 2,659 2,988 3,438
Provision for loan losses 602 573 298
Net income after provisions for loan losses 6,670 5,827 5,246
Non-interest income 2,067 1,612 1,132
Non-interest expense 6,606 5,663 4,846
Income tax expense 496 475 525
Net income 1,635 1,301 ' 1,007

Per Share Data:

Net income
Basic $ 2.33 $ 1.99 $ 1.57
Diluted n/a 1,99 1.56
Book value
Basic $ 21.18 $ 2148 $ 1699
Diluted n/a n/a 16.91
Cash dividends $ 0.58 $ 0.41 b 0.28

Period End Balance Sheet Summary:

Total assets $ 212,840 $ 189,681 $ 155,329
Investment securities 69,640 76,911 51,130
Loans 127,575 97,841 84,856
Allowance for loan losses 1,658 1,224 1,007
Deposits 174,206 155,294 130,101
Shareholders’ equity " 14,832 14,014 10,900
Shares of common stock outstanding'" 706,676 696,872 642,558
Weighted average shares outstanding-Basic“) 700,165 652,424 641,212
Weighted average shares outstanding ~ Diluted"” 700,165 652,424 644,532

Selected Financial Ratios:

Return on average assets 0.80% 0.75% 0.74%
Return on average shareholders’ equity 11.29% 10.71% 9.57%
Dividends declared to net income 24.72% 20.37% 17.85%
Loans to deposits 73.23% 63.00% 65.22%
Non-performing loans to total

period end loans 0.30% 0.27% 0.28%
Net charge-offs to average loans outstanding 0.16% 0.39% 0.38%
Allowance for loan losses to

period end loans 1.30% 1.25% 1.19%
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Average shareholders’ equity to average

total assets 7.08% 7.04% 7.73%
Allowance for possible loan losses to
non-performing assets, including OREO 379.02% 456.74% 419.63%

Capital Ratios”:

Leverage ratio 7.28% 6.50% 6.70%
Tier 1 risk-based capital 11.29% 12.17% 11.61%
Total risk-based capital 12.51% 13.34% 12.70%
Other data:

Number of banking offices 9 8 7

)

@
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During 2001 and continuing until December 31, 2002, we had unexercised outstanding common stock
warrants. Diluted figures reflect the potential additional common shares, using the treasury method of
calculation, we would have issued if these warrants had been exercised. All of these warrants were either
exercised or expired on December 31, 2002. During 2002 and 2001, warrant holders purchased 26,469
shares and 1,280 shares for $992,588 and $48,000, respectively.

In June 2003, we issued $1.0 million of junior subordinated debentures in connection with the issuance of

trust preferred securities by Lyons Capital Statutory Trust I, in which we own all of its common beneficial
interest.
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NOTE REGARDING FORWARD-LOOKING STATEMENTS

In this Offering Circular we make forward-looking statements concerning trends and
future conditions, including the future of the banking industry, our business strategy (including
the possibility of future openings of banking offices and acquisitions), continued acceptance and
growth of our assets, loans and deposits, development and addition of products and dependence
on significant customers such as agricultural and municipal customers. These statements can be
identified by the use of forward-looking terminology such as “may,” “will,” “expect,”
“anticipate,” “estimate,” “continue” or other similar words. These statements and similar
expressions discuss expectations of the future and are intended to identify forward-looking
statements. When considering forward-looking statements, you should keep in mind the risk
factors and other cautionary statements contained in this Offering Circular. We caution readers
not to place undue reliance on any of these forward-looking statements, which reflect our views
on the date of this Offering Circular. The “Risk Factors” and other factors identified throughout
this Offering Circular could cause our actual results to differ significantly from those contained
in any forward-looking statement.

All forward-looking statements attributable to us or persons acting on our behalf are
expressly qualified in their entirety by the cautionary statements set forth in this Offering
Circular. Forward-looking statements speak only as of the date they are made, and we undertake
no obligation to update publicly any of these statements in light of new information or future
events.

[472628:}
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RISK FACTORS

An investment in the units and the securities offered hereby involves certain risks. You
should carefully read the following, together with the other information in this Offering Circular,
before making a decision to purchase any units.

No underwriter has agreed to purchase any units and we have not set a minimum level of
units for this offering. '

We are offering the units through our officer’s best efforts and are not using an
underwriter. We have not set a minimum number of units that must be sold before we may
accept orders for the purchase of units from prospective investors. Because the offering is not
underwritten and there is no minimum number of units that must be sold, there can be no
assurance that any particular number of units will be sold nor that we will increase our capital
sufficiently to allow us to achieve our objectives for the use of the offering proceeds.

The existing trading market for our stock is limited, which affects the price and liquidity of
our shares, and there is no established market for our warrants.

Our common stock trades on a limited basis in the over-the-counter bulletin board under
the symbol “LYBC” and no market exists for our warrants. Our stock does not have a market
maker, and we have no plans to list any of our securities on any exchange. As a result, you may
not be able to sell your shares or warrants without delay, or be able to sell your shares at a fair
price or your warrants at any price. We cannot predict when, if ever, a fully developed active
and liquid public trading market for our securities will occur. If a developed public trading
market for our securities does develop at a future time, there are no assurances that they will be
sustained for any period of time.

The trading price for our stock can fluctuate in price.

While the market price for our common stock has been relatively stable, we cannot assure
you that the market price will not decline during or subsequent to this offering. The market price
of our stock could fluctuate substantially based on a variety of factors, including, but not limited
to, the following:

¢ future announcements concerning us, our competitors or the businesses with
whom we have relationships, including new competition from former officers and

employees of Lyons Bancorp in our market area;

e changes in government regulations and the financial services industry, generally
that affect our costs, and the types and mix of our products;

e the overall volatility of the stock markets and the economy generally;

e our growth and ability to implement our expansion strategy, especially given the
competition in the banking industry in our market area; and
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e changes in our operating results from quarter to quarter.

Further, the trading volume of our stock has been limited, which may increase the
volatility of the trading price of our stock.

The offering price does not necessarily reflect the fair market value of the units.

We considered a number of factors in determining the offering price for our units, but
principally looked to the historic trading prices for our stock and financial information for
comparable upstate New York community banks, as well as the inherent value of our warrants.
No independent third party or negotiations were involved in the determination of the offering
price, and the offering price does not necessarily reflect the combined fair market value of our
common stock and the warrants. The price at which our securities trade after the offering may be
higher or lower than the offering price and you may not be able to resell your shares of our
common stock or warrants at or above the offering price for the units.

There can be no assurance that the trading price of our common stock will exceed the
exercise price of the warrants being sold in this offering.

The warrants will entitle the holders to purchase one share of our common stock at an
exercise price of § . The warrants may be exercised anytime after issuance until the warrants
expire on June 30, 2006 (or such later date to which we may extend it). We have set the warrant
exercise price at a level that we hope is exceeded by our stock price during the warrant exercise
period so that warrant holders will be induced to exercise their warrants. There can be no
assurance, however, that the trading price of our stock will exceed the exercise price of the
warrants during the warrant exercise period. As a result, your warrants could expire and have no
value.

There are restrictions on the transferability of our common stock for investors residing in
Florida, North Carolina and South Carolina.

If you are an investor residing in Florida, North Carolina and South Carolina, you should
be aware of the long-term nature of your investment. The offer and sale of units in those states is
being made pursuant to exemptions from registration that depend in part upon your investment
intent. If you, as an investor residing in one of those states, purchase the units, you will be
required to represent that you are purchasing such units for your own account for investment
purposes only and not with a view to resale or distribution. No subsequent transfer of the units
or shares of common stock or warrants comprising the units may be made unless such transfer is
registered under the applicable state securities or "blue sky" laws, or an exemption therefrom is
available. These restrictions will be noted in a legend placed on each common stock certificate
and warrant. In-connection with any transfer, we may require that you provide us with an
opinion of legal counsel stating that the transfer complies with the applicable securities laws and
that you pay any costs we incur in connection with such transfer as a precondition to the
effectiveness of the transfer.

{472628:)
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If you are a current shareholder, unless you participate in the offering you may suffer
earnings dilution and you will suffer voting dilution.

The sale and issuance of units in this offering will increase the outstanding shares of our
common stock. Consequently, all holders of our outstanding common stock will suffer a dilution
in the eamnings per share to the extent the capital raised in the offering cannot immediately be
employed.

Similarly, the increase in our outstanding shares of common stock following the offering
will result in a dilution of the proportionate voting rights of current shareholders. However, a
current shareholder will not suffer a dilution of proportionate voting rights upon the issuance of
additional shares in the offering if such shareholder purchases a sufficient number of units in the
offering to maintain the same percentage ownership of our outstanding shares of common stock.
In order for a current shareholder to maintain the same percentage of stock ownership assuming
all units being offered are sold and none of the warrants are exercised at closing, the shareholder
must purchase approximately one unit in the offering for each 9 shares of our common stock
currently held by the shareholder.

Our level of assets and earnings may not continue to grow as rapidly as they have in the
past few years.

Since 1999, our asset level and net income has increased significantly. We cannot assure
you that we will continue to achieve comparable results in future years. As our asset size and
earnings increase, it may become more difficult to achieve high rates of increase in assets and
earnings. Additionally, it may become more difficult to achieve continued improvements in our
expense levels and efficiency ratio.

We may not be able to immediately invest all of the capital provided by the offering in
loans. Investing the offering proceeds in interest-bearing securities or deposits of our Bank until
we are able to deploy the proceeds in loans will provide lower margins than we generally earn on
loans, potentially adversely impacting shareholder returns. Declines in the rate of growth of
income or assets, and increases in operating expenses or nonperforming assets may have an
adverse impact on the value of our common stock.

Interest rate changes may reduce our profitability

Fluctuations in interest rates will ultimately affect both the level of income and expense
we record on a large portion of the Bank’s assets and liabilities, and the market value of all
interest-earning assets, other than interest-earning assets that mature in the short term. The
Bank’s interest rate management strategy is designed to stabilize net interest income and
preserve capital over a broad range of interest rate movements by matching the interest rate
sensitivity of assets and liabilities. Although we believe that our current mix of loans, securities
and deposits is reasonable, significant fluctuations in interest rates may have a negative effect on
our profitability.

Persistently low interest rates could erode our core profitability

We derive a significant portion of our net revenues (net interest income plus non-interest
income) from the difference between what we earn on our interest-bearing assets such as loans
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and investment securities and what we pay for our interest-bearing liabilities. Of the $9.3
million of net revenues in 2003, 78% or $7.3 million was attributable to this difference.

During 2003, interests rates fell to 40-year lows. Although some rates have since
increased, many remain near or at their lowest levels. Part of the core profitability of a
community bank such as our Bank is the lower cost inherent in the deposits it gathers at its
branch offices compared to those that could be obtained in the wholesale money markets. This
benefit is eroded when market rates are as low as they are today. If such an environment
persists, our ability to save on funding costs is reduced. Further, we believe that we have
lowered the cost of our interest-bearing liabilities as far as we can given the present level of
interest rates. Few additional savings will accrue to us if rates stay low. However, the longer
current market interest rates remain low, then as many of our interest-bearing assets mature we
will be forced to replace them with assets at lower current market yields. This asymmetrical
impact will reduce our net interest income and adversely affect our operating results.

We cannot guarantee the future payment of dividends.

As a financial holding company, our ability to pay dividends on our outstanding common
stock is primarily a function of the financial needs of our Bank and the future dividend payments
we receive from the Bank. Our Board of Directors currently intends to continue its dividend
payment policy. In addition, our Board of Directors has adopted a strategic goal of increasing
over time our pay-out of dividends as a percentage of net income from the current 24.72% to
40%. The payment of future dividends will depend upon our financial resources, the earnings
and the financial condition of the Bank and its subsidiaries, restrictions under applicable law and
regulations and other factors relevant at the time the Board of Directors considers any declaration
of dividends. In addition, if a default occurs in the payment due on the trust preferred securities
issued by Lyons Capital Statutory Trust I in which we own all of the common beneficial interest,
we would be prohibited from paying dividends. Accordingly, there can be no assurance that
dividends will be paid, if any, at historical levels following the offering or be increased or when
such increase will occur.

We may experience difficulties in managing our growth.

The success of our internal growth strategy will depend primarily on our ability to
generate an increasing level of loans and deposits at acceptable risk levels and terms without
significant increases in non-interest expenses relative to revenues generated. Although
successfully managed in the past, our growth strategy involves a variety of risks, including our
ability to:

o attract the talent needed to maintain adequate depth of management throughout
our organization as we continue to grow;

) maintain adequate sources of funding at attractive pricing;
o maintain adequate underwriting practices and monitoring systems to maintain

credit quality and manage a growing loan portfolio in the future; and
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. implement appropriate policies, procedures and operating systems necessary to
support a larger organization while keeping expenses under control.

As part of our general strategy we may acquire banks and businesses that we believe
provide a strategic fit with our business. We do not have a history of growth by acquisitions. To
the extent that we grow by acquisition, we cannot assure you that we will be able to manage our
growth adequately and profitably. Acquiring other banks and businesses will involve risks
commonly associated with acquisitions, including:

. potential exposure to liabilities of banks and businesses we acquire;

. difficulty and expense of integrating the operations and personnel of banks and
businesses we acquire;

J potential disruption to our business;
. potential diversion of our management’s time and attention; and
) impairment of relationships with and the possible loss of key employees and

customers of the banks and businesses we acquire.

Failure to successfully address the issues of growth either internal or by acquisition could
adversely affect our results of operations and financial condition.

If we are unable to compete successfully for customers in our market area, our
consolidated financial condition and results of operations could be adversely affected.

We face intense and increasing competition in making loans, attracting deposits and
providing other financial products and services. The market area in which we operate, Wayne
County and portions of Cayuga, Monroe, Onondaga, Ontario, Seneca and Yates counties, has
numerous financial institutions and service providers that we compete with for customers. Our
competition comes principally from other financial institutions and service providers such as:
commercial banks, savings banks, savings and loan associations, credit unions, mortgage
banking companies, finance companies, brokerage firms, and mutual fund companies.

Many of these competitors have greater financial resources and lending limits, better
name recognition, more locations, more advanced technology and more financial products to
offer than we have. The intense competition in the market for financial services has exerted
pressure on the pricing of our loan and deposit products. Our profitability depends on our
continued ability to retain existing customers and to attract new customers and to make loans and
attract deposits on favorable terms. If we are unable to compete successfully for loans and
deposits on favorable terms, our financial condition and results of operations will be adversely
affected.
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Because we primarily serve Wayne County, a decline in the local economy could lower our
profitability.

We serve Wayne County and portions of Cayuga, Monroe, Onondaga, Ontario, Seneca
and Yates counties with 9 banking offices, 23 ATMs and our Internet and telephone banking
services. Our profits depend on providing products and services to customers in this local
region. An increase in unemployment, a decrease in real estate values, or inclement weather,
natural disasters and adverse trends or events affecting various industry groups such as
agriculture are among the factors that could weaken the local economy. With a weaker local
economy:

. customers may not want or need our products and services;

. borrowers may be unable to repay their loans;

. the value of the collateral securing our loans to borrowers may decline and
. the overall quality of our loan portfolio may decline.

Making mortgage loans, consumer loans, commercial loans and agricultural loans is a
significant source of our profits. If customers in the local area do not want these loans, our
profits may decrease. Although we could make other investments, we may eam less revenue on
these investments than on loans. Also, our losses on loans may increase if borrowers are unable
to make payments on their loans.

We have a concentration of business in agricultural lending and public funds deposits
compared to our peer group.

Our agricultural lending activities are an important part of the growth and profitability of
the Bank. Whereas, based on September 30, 2003 figures, agricultural-related loans represent
less than 1.0% of the loan portfolio of our peers, our percentage totaled over 5.0%. To the extent
that the fortunes of the farm economy are adversely affected by general economic conditions, we
may suffer more than our peers.

Public deposits historically have been very important to us. Our most recent figures
show that almost 31.0% of our deposits have been provided by municipal customers, which we
believe to be significantly greater than our peers. If legislation to liberalize the options for
municipal deposits were passed, or if our relationships with local municipalities were to
deteriorate, this important source of funding could erode and/or become more expensive. This
could affect our profitability and our ability to fund our growth strategies.

Our results of operations are significantly affected by the ability of our borrowers to repay
their loans.

Lending money is an essential part of the banking business. However, borrowers do not
always repay their loans. The risk of non-payment is affected by:
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o credit risks of a particular borrower;

. changes in economic and industry conditions;

. the duration of the loan; and

. in the case of a collateralized loan, uncertainties as to the future value of the
collateral.

If our borrowers do not repay their loans, we may suffer credit losses. Credit losses are
inherent in the lending business and could have a materially adverse effect on our operating
results and our ability to pay dividends. We make various assumptions and judgments about the
collectibility of our loan portfolio and provide an allowance for loan losses for loan defaults and
non-performance. The amount of future losses is susceptible to changes in economic, operating
and other conditions, including changes in interest rates, beyond our control. Such losses may
exceed current estimates. If our assumptions are wrong, our allowance for loan losses may not
be sufficient to cover our future losses, thereby having an adverse effect on our operating results.
In addition, this may cause us to increase the allowance for loan losses in the future, thereby
decreasing our future net income.

We have a continuing need for technological change, but may have fewer resources than
our competitors to continue to invest in technological improvements.

The financial services industry continues to undergo rapid technological change with
frequent introductions of new technology-driven products and services. In addition, to better
serve customers, the effective use of technology increases efficiency and enables financial
institutions to reduce costs. Our future success and ability to implement our growth strategy will
depend in part upon our ability to address the needs of customers by using technology to provide
products and services that will satisfy customer demands for convenience as well as to create
additional efficiencies in our operations. Many of our competitors have substantially greater
resources to invest in technological improvements.

Our ability to compete successfully in the future will depend on whether we can
anticipate and respond to technological changes. To develop these and other new technologies
we will likely have to make additional capital investments. Although we continually invest in
new technology, we cannot assure you that we will have sufficient resources or access to the
necessary proprietary technology to remain competitive in the future. We cannot provide you
with assurance that we will be able to effectively implement new technology-driven products and
services or be successful in marketing such products and services to our customers.

Monetary policies and economic factors affect our financial performance.

Our ability to attract deposits and extend loans is affected by the monetary policies of
federal regulatory authorities, particularly the Federal Reserve, and by economic conditions in
our service area and the United States generally. We cannot predict the nature and timing of any
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changes in such conditions and policies or their impact on us or our bank subsidiary. Any such
changes may have a material adverse impact on us.

Concentration in the US banking industry has increased dramatically as a result of new
technology and changes in regulatory structure.

Banking in the United States has become much more competitive in recent years due to
technological advances and reduced barriers to entry. This has led to rapid consolidation and
concentration of banking companies. Restrictions on branch banking have been lifted and banks
can now legally offer locations throughout the country. The lines between different financial
service providers has become blurred by allowing direct combinations of banks, insurance
companies and securities brokers and dealers. Size is also a significant issue. To the extent that
our small size reduces our ability to compete, we may be negatively affected.

We may be adversely affected by changes in laws and regulations affecting the financial
services industry.

We are a registered financial holding company, and our principal subsidiary is a national
bank. Both entities operate in a highly regulated environment and are subject to examination,
supervision and comprehensive regulation by federal and state regulatory agencies. Banking
regulations, designed primarily for the safety of depositors and not shareholders of Lyons
Bancorp, may limit our growth and the return to investors by restricting activities such as the
payment of dividends; mergers with, or acquisitions by, other institutions; investments; loans and
interest rates; interest rates paid on deposits and the creation of branch banking offices. Laws
and regulations could change at any time, and changes could adversely affect our business. In
addition, the cost of compliance with regulatory requirements could adversely affect our ability
to operate profitably. See “Supervision and Regulation” for more information about applicable
banking regulations.

We depend heavily on our executive officers, and our business could suffer if something
were to happen to any of these officers or if any of them were to leave.

Our executive officers provide valuable services to us and would be difficult to replace.
In addition, we rely upon these individuals to develop business and maintain customer
relationships. If any of these individuals were to leave for any reason or something were to
happen to one of them, and we were unable to hire highly qualified and experienced personnel to
replace them, our business could suffer.

Our management will have broad discretion in allocating the net proceeds from the
offering and may not allocate the proceeds in the most profitable manner.

We intend to use the net proceeds from this offering for general corporate purposes,
including payment of dividends by us and providing additional equity capital to the Bank to
support the growth of its operations and anticipated increases in its loans and deposits as its
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business grows. We have not, however, specifically allocated the use of the net proceeds from
this offering. Until utilized, we anticipate that net offering proceeds will be invested in short-
term and intermediate-term securities and deposits in our Bank subsidiary. Therefore, our
management will have broad discretion as to the timing and specific application of the net
proceeds, and investors will not have the opportunity to evaluate the economic, financial and
other relevant information that we will use in applying the net proceeds. Although we intend to
use the net proceeds to serve Lyons Bancorp’s best interests, our application may not ultimately
reflect the most profitable application of the net proceeds and you may not agree with such
application. As a result, it is possible that our return on equity will decrease following the
offering. See “Use of Proceeds.”

The market value of our investments could negatively impact shareholders’ equity.

Approximately 97% of our securities investment portfolio as of December 31, 2003 has
been designated as available-for-sale pursuant to Statement of Financial Accounting Standards
(SFAS) No. 115 relating to accounting for investments. SFAS No. 115 requires that unrealized
gains and losses in the estimated value of the available-for-sale portfolio be “marked to market”
and reflected as a separate item in shareholders’ equity, net of tax. Also, at December 31, 2003,
we maintained approximately 32% of total assets in securities available for sale. If the market
value of our investment portfolio declines, this would cause a decline in shareholders’ equity
which could be material.

If we issue additional stock in the future, your percentage of ownership of Lyons Bancorp
will be reduced.

As a shareholder of Lyons Bancorp, you will not have preemptive rights with respect to
the issuance of additional shares of common stock or the issuance of any other class of stock.
This means that if we decide to issue additional shares of stock, you will not automatically be
entitled to purchase additional shares to maintain your percentage of ownership of our
outstanding common stock. In addition, if we sell additional shares in the future, it is possible
that those shares may be issued on terms more favorable than the terms of the offering. Also, as
a result of this offering, we will have warrants to purchase 80,000 shares of common stock at
$ per share. The exercise of these warrants in the future could dilute your ownership
interest in Lyons Bancorp if you do not exercise the warrants you acquire in this offering.

Our Certificate of Incorporation and Bylaws have anti-takeover provisions.

Our Certificate of Incorporation and Bylaws contain certain provisions that can slow
down or limit a hostile takeover. The provisions are intended to discourage costly takeover
battles and lessen our vulnerability to a hostile change in control, thereby enhancing the
possibility that our Board of Directors can maximize shareholder value in connection with an
offer to acquire us. However, anti-takeover provisions can discourage activities such as
unsolicited merger proposals, acquisitions, or tender offers by which shareholders might
otherwise receive consideration for their shares above the market price.
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Our directors and executive officers control a significant percentage of outstanding shares.

Directors and executive officers control 22.7% of our outstanding shares of common
stock before this offering. Directors and executive officers have indicated that they intend to
purchase 7,000 units in this offering. If we sell all 80,000 units in this offering and our directors
and executive officers purchase 7,000 units, and no warrants are exercised at the closing of the
offering, then our directors and officers will control 21.3% of our outstanding shares of common
stock after the offering. Combined with the anti-takeover provisions in our Certificate of
Incorporation and Bylaws, these holdings can effectively block any attempted takeover of us.
The interests of our directors and executive officers may differ from the interests of other
shareholders with respect to control issues.

We are not an SEC-reporting company and, therefore, you have less information available
to you in the future than if our securities were registered under the Securities Exchange
Act of 1934,

We are a non-reporting issuer, which means we do not file periodic reports with the
Securities and Exchange Commission and we do not plan to do so after this offering unless
required by law. Although we file financial information with the Federal Reserve Bank of New
York and the Bank files financial information with the Office of the Comptroller of the
Currency, purchasers of units will not have ready access to the same quantity of information
concerning us and the Bank that is available to the shareholders of companies that report to the
Securities and Exchange Commission. Further, the vast majority of broker-dealers generally do
not engage in the sale or trading of securities of a "non-reporting” issuer.
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INFORMATION ABOUT THIS OFFERING

We are offering 80,000 units, at a price of $[___] per unit. Each unit consists of one
newly issued share of our common stock and one detachable warrant to purchase one newly
issued share of our common stock at an exercise price $____. Each warrant shall be immediately
exercisable upon issuance through and including June 30, 2006 (unless extended by us).

The Shareholder Offering

We are giving the first opportunity to order units to persons who were shareholders of
record of our stock at the close of business on , 2004 and reside in the States of New
York, Florida, North Carolina or South Carolina.

We are making the shareholder offering by mail, starting as soon as practical after the
Offering Statement on Form 1-A of which this constitutes a part is qualified by the Securities &
Exchange Commission. Until , 2004, shareholders may submit orders for units. The
shareholder offering will expire at 5:00 p.m. Eastern Time on , 2004. There is no
minimum required purchase by shareholders, and we reserve the right to limit or refuse
individual orders in our sole discretion. In order to receive shareholder preference in the
acceptance of orders, we must receive order forms from shareholders at our main office, 35
William Street, Lyons, New York 14489 no later than 5:00 p.m. Eastern Time on , 2004.
We will review the order forms received from qualified shareholders prior to the expiration of
the shareholder offering and give them preference over order forms received in the community
offering described below, consistent with the offering objectives and subject to limitations as
determined by us in our sole discretion. Shareholders are not required to return their order form
prior to the expiration of the shareholder offering. However, we will treat shareholders’ order
forms received after the expiration of the shareholder offering as part of the community offering
described below.

The Community Offering

At the same time as the shareholder offering, we are offering units in a community
offering to persons having accounts at the Bank and to the general public in the State of New
York. We will also offer units to persons who are residents in the States of Florida, North
Carolina and South Carolina and who have pre-existing relationships with one of our executive
officers or directors.

Investors interested in purchasing units will need to return an executed order form
together with funds for the purchase of the requested units before the expiration of the
community offering. The community offering will end at 5:00 p.m. on , 2004, unless we
extend it for up to an additional 30 days. We reserve the right to terminate the offering without
notice at any time.

After we have determined the number of units to be sold in the shareholder offering, we
will consider order forms from our account holders and others whom we solicit. We plan to give
preference to account holders and persons residing in our market area. Our shareholders and
officers, directors and employees and those of the Bank and its subsidiaries shall be entitled to
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participate in the community offering on the same basis as account holders and others whom we
solicit. In the community offering, the minimum required purchase is 100 units except that
employees of the Bank and its subsidiaries may purchase a minimum of 25 units and there is no
minimum purchase required of a sharcholder. The 25 unit minimum required purchase for our
employees 1s based on our desire to encourage stock ownership by our employees.

Best Efforts

No underwriter has been engaged or agreed to purchase any units. The offering will be
conducted by our officers on a best efforts basis, which means that we are not required to sell
any specific number of shares or dollar amount of common stock. We have not made any
arrangements to place funds received from investors in an escrow, trust or similar account. An
order form, once executed and delivered by an investor, is irrevocable. Funds received from an
investor will be available for our immediate use once we accept the investor’s order.

Blue Sky Considerations

We plan only to comply with the blue sky securities laws of the States of New York,
Florida, North Carolina and South Carolina. In the States of Florida, South Carolina and North
Carolina we plan to comply with exemptions from registration or qualification. In order to
comply with these exemptions the shares of common stock and warrants acquired by investors
who are residents of these states may not be offered for resale unless they have been registered or
qualified for sale in that jurisdiction or an exemption is available therefrom and the requirements
of any such exemption have been satisfied. We do not currently intend to register or qualify the
resale of such securities in any jurisdiction. An exemption, however, is generally available in
these jurisdictions for resale of securities restricted under applicable blue sky laws to registered
broker/dealers and certain institutional buyers. Other exemptions may also be available.

Although the units will not knowingly be sold to purchasers in states or jurisdictions in
which we have not registered or otherwise qualified for sale in this offering, purchasers may buy
our warrants in the aftermarket or may move to states or jurisdictions in which we have not
registered or qualified this offering. In such event, we may be unable to issue our common stock
to those persons desiring to exercise their warrants unless and until the common stock or
warrants are registered or qualified for sale in the state or jurisdiction in which such purchasers
reside, or an exemption to such registration or qualification exists in such state or jurisdiction. If
we are unable to register or qualify the common stock and warrants in a particular state or
jurisdiction and no exemption to such registration or qualification is available in such state or
jurisdiction, a holder may have difficulty selling, exchanging or exercising such warrants in
order to realize any economic benefit from the warrants without conducting such sale in a state
or jurisdiction in which our securities are registered or qualified.

Procedure for Ordering Units

Shareholders who desire to participate in the shareholder offering must deliver to us on or
before the expiration of the shareholder offering the properly completed and executed order
form, with payment in full of the purchase price in appropriate form for all units ordered. The
general public, account holders, officers, directors, employees and shareholders who desire to
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participate in the community offering must deliver to us on or before the community offering
expiration date the properly completed and executed order form, with payment in full of the
purchase price for all units ordered. Shareholders residing in Florida, North Carolina and South
Carolina who desire to participate in either offering must also complete the appropriate rider to
the order form. We will not be obligated to honor any order if the order form or purchase price
is received by us subsequent to the applicable expiration date. In any event, we reserve the right,
in our sole discretion, to accept or reject any order, in whole or in part, or, if the offering is
oversubscribed, to allot a lesser number of units. No fractional units may be purchased.

THE INSTRUCTIONS ACCOMPANYING THE ORDER FORM SHOULD BE
READ CAREFULLY AND FOLLOWED IN DETAIL. QUESTIONS CONCERNING
THE PROCEDURE FOR ORDERING UNITS MAY BE DIRECTED TO US BY
CALLING (315) 946-4871 OR BY STOPPING AT OUR MAIN OFFICE AT
35 WILLIAM STREET, LYONS, NEW YORK.

Payment in full to Lyons Bancorp, Inc. must be by (a) check or bank draft drawn upon a
United States bank; (b) postal, telegraphic or express money order; or (c) authorization of an
appropriate withdrawal of monies from a checking or savings account at the Bank. The purchase
price will be considered received by us only upon (i) clearance of any non-certified check,
(ii) receipt by us of any certified check or bank draft drawn upon a United States bank or of any
postal, telegraphic or express money order, or (iii) withdrawal of monies in a checking or savings
account at the Bank equal to the purchase price. All funds received in payment of the purchase
price shall be held by us and deposited in a special account at the Bank. This should not be
considered an escrow account or arrangement.

The address to which the order form and payment of the purchase price should be
delivered is Lyons Bancorp, Inc., 35 William Street, Lyons, New York 14489, Attention:
Corporate Secretary. The method of delivery of order forms and payment of the purchase price
to us will be at your election and risk, but if sent by mail, we recommend that your order form
and payment be sent by registered mail, properly insured, with return receipt requested and that a
sufficient number of days be allowed to insure delivery to us and clearance of payment prior to
the applicable expiration date. Because uncertified personal checks may take five business days
to clear, we recommend that you pay by means of certified or cashier’s check, money order, or
wire transfer of funds.

There can be no assurance that a sufficient number of units will be available to satisfy all
orders. In the event the number of units is insufficient to satisfy all orders, we shall determine, in
our sole discretion, how units will be allocated among offering participants. In the event that
participants in the community offering receive fewer units than the number ordered, we will
return, as soon as practical, any excess funds, without interest, to such persons.

We will decide all questions concerning the timeliness, validity, form, and eligibility of
order forms received or any assertion by shareholders of their right to participate in the
shareholder offering, with our decision being final and binding. In our sole discretion, we may
waive any defect or irregularity, permit a defect or irregularity to be corrected within such time
as we may determine, or reject orders. We will not be under any duty to give notification of any
defect or irregularity in connection with the submission of order forms or incur any liability for
failure to give such notification.
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Allocation of Remitted Funds

If you do not send enough money to purchase the number of units that you indicate you
are ordering, or if you do not specify the number of units you are ordering, then we will conclude
you have ordered the number of units which may be purchased by your payment. If your
payment exceeds the amount necessary to purchase the number of units you have ordered, then
we will conclude you have ordered the number of units which may be purchased by the full
amount of your payment, rounded down to the nearest whole unit. To the extent any adjustment
results in any excess funds, we will return to you, as soon as practical, any excess, without
Interest.

Determination of Offering Price and Warrant Exercise Price

To determine the price of the units we looked at a variety of factors relevant to the
valuation of our business and our common stock. Foremost among these were the historic
trading price of our stock as reported on the OTC Bulletin Board and comparisons with other
similar upstate New York banking institutions. We identified three institutions located in upstate
New York which met the following criteria:

o Asset size over $200 million but less than $500 million and located in upstate
New York north and west of the Hudson Valley area;

. Shareholder base not dominated by concentrated family ownership;
. Stock price less than $100 per share; and
. Source of financial data is publicly available.

We chose these criteria to best match institutions with characteristics similar to Lyons Bancorp.
The institutions along with their investment characteristics follow:
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Other New York 2003®

Bank Institutions Stock Price” EPS P/E Ratio®
CNB Bancorp, Inc. $24.50 $1.64 14.9
Evans Bancorp, Inc. $24.41 $1.66 14.7
Steuben Trust Company $14.80 $0.71 20.8
Average 16.8
Median 14.9
Lyons Bancorp unit offer $ $2.33

price

(1) Based on transactions reported on the OTC Bulletin Board.

2) 2003 earnings per share based on publicly available information filed with the Securities and Exchange
Commission or reported in press releases or stockholder reports.

3) Represents February 2, 2003 stock price compared to reported 2003 net earnings.

We also decided to include a warrant to purchase shares of our common stock as an
additional inducement for new purchases. The warrant has an exercise price of $_____ per share
and may be exercised at any time between the date this offering closes and June 30, 2006 (unless
extended by us). We set the warrant exercise price at a level that we hope is exceeded by our
stock price during the warrant exercise period so that holders will be induced to exercise their
warrants. In establishing the warrant exercise price, we also considered that setting the warrant
exercise price at a premium would reflect the long-term benefit to all investors of our previous
and current investments.

We will send a letter to purchasers after the offering closes indicating our estimated
income tax basis for the warrants. Some of the factors upon which our estimate will be based
must be measured after the closing. See “TAXATION.”

Limited Market for Shares and No Market for Warrants

The shares of common stock and warrants comprising the units will separate immediately
upon issuance and will trade as separate securities. Except for shares and warrants acquired by
affiliates and residents in the States of Florida, North Carolina and South Carolina, the shares
and warrants sold in the offering will be freely transferable immediately upon issuance and will
not be subject to any transfer restrictions.
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Our common stock trades on a limited basis in the over-the-counter bulletin board under
the symbol “LYBC” and no market exists for our warrants. Our stock does not have a market
maker, and we have no plans to list any of our securities on any exchange. As a result, you may
not be able to sell your shares or warrants without delay and you may be unable to sell your
shares at a fair price or your warrants at any price. We cannot predict when, if ever, a fully
developed active and liquid public trading market for our securities will occur. If a developed
public trading market for our securities does develop at a future time, there are no assurances that
they will be sustained for any period of time.

Role of Officers and Employees

Some of our officers are assisting us in the offering. Our marketing will be accomplished
through a combination of telephone calls, mail and personal visits and meetings. None of these
officers will receive sales or other special compensation for such services, but will be reimbursed
for reasonable expenses. None of these officers is registered as a non-issuer securities broker or
dealer under federal or state securities laws, nor is any affiliated with any non-issuer broker or
dealer.

Because none of the officers assisting us in this offering is in the business of either
effecting securities transactions for others or buying and selling securities for his own account,
we believe they are not required to register as brokers or dealers under the Securities Exchange
Act of 1934 due to Rule 3a4-1 promulgated under that Act. We will not engage an underwriter
and, accordingly, will not pay any underwriting discounts or commissions for the sale of shares.

Issuance of Certificates

If all conditions necessary to consummate the offering are satisfied, we will deliver
certificates representing shares of common stock and warrants to purchasers as soon as practical
after completion of the offering.

Intentions of Directors and Executive Officers

Our Board of Directors expresses no opinion and makes no recommendation
whether you should order units. You must make an investment evaluation of the offering
according to your best interests upon consultation with your financial advisor.

Our directors and executive officers have indicated to us that they intend to order
approximately 7,000 units through participation in the offering. These intentions are not
commitments and could change based upon individual circumstances and are subject to the
market conditions at the time of the offering. Assuming the full purchase indicated by such
directors and executive officers, they would beneficially own, as a group, a total of
approximately 21.3% of the common stock, and 8.8% of the warrants outstanding after the
offering closes, assuming 100% of the units are sold. This percentage of common stock does not
give effect to additional shares of common stock that may be issued in connection with the
exercise of the warrants.
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Regulatory Limitations

We will not be required to issue units to any person who, in our sole discretion, would be
required to obtain prior approval from any state or federal bank regulatory authority to own or
control such units,

Right to Amend or Terminate Offering

We reserve the right to amend the terms and conditions of the offering, regardless of
whether such terms and conditions are more or less favorable to shareholder offering or
community offering participants. If there is a material change to the terms of the offering, we
will revise this Offering Circular and file the revised Offering Circular as an amendment to the
Offering Statement of which this Offering Circular is a part, and you will be given another
opportunity to decide whether you wish to participate in the offering. We reserve the right to
terminate the offering at any time before the delivery of certificates for common stock and
warrants included in purchased units, if the offering is prohibited by law or regulation or if our
Board of Directors concludes, in its business judgment, that it is not in our best interest to
complete the offering under the circumstances. If the offering is so terminated, we will promptly
refund money received from participants, without interest.
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HOW WE INTEND TO USE THE PROCEEDS

The estimated net proceeds from the offering depends upon the total number of units we
sell. The following table sets forth the calculation of our net proceeds from the offering at an
offering price of ${__ ] per unit and the use of these proceeds. Because this is a best efforts
offering and there is no minimum number of shares to be sold, we are presenting this information
assuming that we sell 10%, 50% and 100% of the units that we are offering.

10% 50% 100%

Units sold

Offering price

Gross offering proceeds
Estimated expense of the offering
Net proceeds to us

Use of net proceeds:

General corporate purposes

We will initially hold the net proceeds from this offering as capital. We intend to use the
net proceeds for general corporate purposes, including providing additional equity capital to the
Bank to support the growth of its operations and anticipated increases in its loans and deposits as
its business grows. We may also use the proceeds from the offering to fund dividends to our
shareholders rather than from Bank dividends thereby allowing the Bank to retain and use its
funds for the same general corporate purposes. Until we apply the net proceeds, we intend to
invest such proceeds in short-term and intermediate-term interest-bearing securities or in
deposits in our Bank.
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MARKET FOR OUR COMMON STOCK
AND RELATED SHAREHOLDER MATTERS

Our stock is traded on a limited basis in the over-the-counter market under the symbol
“LYBC.” Our stock does not have a market maker, and we do not plan to list our securities on
any exchange. Transactions in our stock are reported in the National Association of Securities
Dealers reporting system known as the “OTC Bulletin Board.”

Prior to this offering, we did not have outstanding options, warrants to purchase, or
securities convertible into, common stock. We have not agreed to register any common stock
under the Securities Act for sale by our security holders, although we reserve the right to do so in
the future. Other than this offering, none of our stock is being, or have been proposed to be,
publicly offered by us, the offering of which could have a material effect on the market price of
our common stock.

The following table describes for the quarters indicated the high and low sales for our
stock as quoted on the OTC Bulletin Board and dividends declared and paid with respect to our
stock since January 1, 2002, adjusted to reflect our December 31, 2003 2-for-1 stock split.

High Low Dividends

2002:

First Quarter 21.00 21.00 0.10

Second Quarter 22.50 20.23 0.10

Third Quarter 22.50 22.50 0.10

Fourth Quarter 22.50 21.50 0.10
2003:

First Quarter 22.50 22.50 0.125

Second Quarter 23.00 23.00 0.14

Third Quarter 27.00 26.25 0.15

Fourth Quarter 28.00 26.00 0.16

Between January 1, 2004 and February 13, 2004, the high and low sales of our common
stock was $36.00 and $28.00. The above quotations represent prices, between dealers without
adjustments for retail markups, markdowns or commissions. The quotation of our common
stock on the OTC Bulletin Board does not assure that a meaningful, consistent and liquid market
for such securities currently exists.

As of February 13, 2004, there were 368 holders of record of our common stock.
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OUR POLICY REGARDING DIVIDENDS

Since our formation in 1987, we, as the financial holding company of the Bank, have
continued the payment of cash dividends in keeping with the historical payment of cash
dividends. We (or the Bank prior to our formation) have paid consecutive annual cash dividends
for more than 50 years. Our Board of Directors currently intends to continue the policy of
paying dividends. In addition, our Board of Directors has adopted a strategic goal of increasing
over time our pay-out of dividends as a percentage of net income from the current 24.72% to
40%. There can be no assurance, however, that dividends will be paid, if any, at historical levels
following the offering or be increased or when such increase will occur. Future payment of
dividends must necessarily depend upon our financial resources, the earnings and financial
condition of the Bank, restrictions under applicable law and regulations, and other factors
relevant at the time the Board of Directors considers any declaration of dividends. To the extent
we have insufficient cash available for the payment of dividends, we must receive dividends
from the Bank. Therefore, the restrictions on the Bank’s dividend payments are directly
applicable to us. For a description of limitations on the ability of the Bank to pay any dividends
to us, see “REGULATION AND SUPERVISION.”

We will be restricted in our ability to pay dividends if we default on certain of our
obligations related to the Lyons Capital Statutory Trust I in which we own all of the common
beneficial interest. In June 2003, we formed the trust for the sole purpose of issuing trust
preferred securities that are fully and unconditionally guaranteed by us. At the same time we
also sold debentures to the Trust in the principal amount of $1,035,000. If we defaulted on our
obligations under the guarantee or the debentures, we would be prohibited from paying dividends
under the indenture governing the preferred trust securities.
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DILUTION

If you purchase shares of our stock in this offering through the purchase of units or
through the exercise of warrants, you will pay a higher price per share than the prices paid to us
by certain of our officers and directors during the past five years. The following table
summarizes the total consideration paid to us and the average price paid by our officers, directors
and affiliates during the last five years and by investors purchasing shares in this offering or
through the exercise of warrants:

Average
Shares Total Price
Purchased Consideration Per Share
Officers, directors, etc."® 19,308 $322,840 $16.72
New investors — shares 80,000
New investors — warrants 80,000
Total
(D Includes 1,100 shares issued in 2003 to certain members of our senior management as a stock bonus award,

and 840 shares purchased in 2003 by our Chief Executive Officer and President, Robert Schick, from us at
$22.50 per share under a deferred compensation arrangement under his employment agreement.

(2) Includes 10,450 shares of common stock purchased by officers and directors in our shareholder and
community offering under SEC Regulation A in October 2000, as part of a unit purchased at $17.50 per
unit and comprised of one share of common stock and one warrant to purchase one share of common stock
at $18.75 per share, and 6,918 shares purchased pursuant to such warrants.
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CAPITALIZATION

The following table sets forth our equity capitalization as of December 31, 2003. You
should read the information in this table together with the “Selected Financial and Other Data,”
our audited consolidated financial statements and notes thereto and the other information in this
Offering Circular.

December 31, 2003
(Dollars in thousands)

Shareholders’ equity:
Common stock, par value $.50 per share, 2,000,000

shares authorized and 706,676 shares issued $ 360
Additional paid-in capital 3,107
Retained earnings 11,007
Accumulated and other comprehensive income 579
Less: Treasury stock (12,520 shares) at cost (221)
Total shareholders’ equity $ 14,832
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OUR COMPANY

General

Lyons Bancorp, Inc., which is a financial holding company registered with the Board of
Govemors of the Federal Reserve System, owns all of the outstanding capital stock of the Bank
and all of the common beneficial interest of the Lyons Capital Statutory Trust I. Lyons Bancorp
was incorporated under the laws of the State of New York on April 15, 1987. We implemented
the financial holding company structure to enhance the Bank’s ability to serve its future
customers’ requirements for financial services and to provide flexibility for growth through
expansion of our businesses and to access varied capital raising alternatives.

Since 1999, we have experienced significant growth in our assets, deposit base, loan
portfolio and net worth. As of December 31, 2003, we had total consolidated assets of $212.8
million, deposits of $174.2 million, total net loans of $127.6 million and total shareholders’
equity of $14.8 million. This represents growth during this five year period of 84.6%, 113.4%,
80.5%, and 82.7% in each of these categories.

During 2003 we reported record net income of $1.6 million or $2.33 per diluted share, a
25% increase over 2002 net income. We also rewarded our shareholders by increasing our
annual dividend payout to 24.72% of our net income, from 20.37% of our net income in 2002.
We believe continued opportunities exist for our shareholders by remaining focused on the
successful execution of our strategic plan.

Our principal executive office is located at 35 William Street, Lyons, New York 14489.
This historical building houses our corporate offices, data processing center, and our bank
operations functions. We believe this facility has the capacity to service our needs for the
foreseeable future.

Our telephone number is (315) 946-4871, and our web-site is www.lyonsbank.com.
Information at our web site is not part of this Offering Circular.

Lyons National Bank

The Lyons National Bank commenced business operations in 1852 as the Palmyra Bank
of Lyons, which later changed its name to The Lyons National Bank. In 1933, the Bank merged
with the Gavitt National Bank to create The Lyons National Bank. We opened our first branch
banking office in Lyons in 1986 and added a second in Wolcott, New York in 1990. More
recently, our pace of expansion has accelerated as we entered the Newark, New York market in
1996 and upgraded to a new facility there in 2000. Our first supermarket location commenced
operations in Macedon, New York in 1997. We opened full service banking offices in Ontario,
New York in 1999, in Jordan, New York in 2001, in Clyde, New York in 2002 and in Geneva,
New York in 2003.

The Bank is a full service commercial bank, without trust powers. The Bank provides a
-wide range of traditional banking services for individuals and small to medium sized businesses
primarily in our market area. Services include accepting time, demand and savings deposits, and
making secured and unsecured loans. We offer enhanced delivery system options such as
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Internet and telephone banking and help business customers manage their cash flow with
Automatic Clearing House origination and cash management services. Our lending activities
include residential and commercial real estate loans, agricultural, commercial, and consumer
loans. Other services we offer include safe deposit boxes, travelers’ checks, money orders, wire
transfers, drive-through facilities, an in-store location, 24-hour depositories, and ATMs.

The Bank has two subsidiaries, Lyons Realty Associates Corp. and LNB Life Agency,
Inc. The Bank owns all of the common stock and 93.5% of the non-voting preferred stock of
Lyons Realty and all of the capital stock of LNB Life Agency, Inc. A group of investors owns
approximately 6.5% of Lyons Realty’s non-voting preferred stock.

Other Subsidiaries

Lyons Realty Associates Corp. is a New York corporation formed by the Bank in June
2001 to operate as a real estate investment trust under the Internal Revenue Code of 1986, as
amended. Lyons Realty primarily acquires, owns and holds a portfolio of real estate mortgages
and related assets. To date, our Bank has originated all of the mortgages held by Lyons Realty.
As of December 31, 2003, Lyons Realty held $23.4 million in real estate mortgages.

LNB Life Agency, Inc. is a New York corporation formed by the Bank in February 2003
to serve as its financial services subsidiary. LNB Life Agency maintains a relationship with
Mapstone Financial Group, an independent registered broker/dealer based in Rochester, New
York. Through this arrangement we make available non-insured financial services and products
to our customers and potential customers.

Lyons Capital Statutory Trust I is a Connecticut statutory trust which Lyons Bancorp
formed in June 2003 in connection with its issuance of $1,000,000 of preferred trust capital
securities. The trust is not authorized and does not conduct any trade or business and was
formed for the sole purpose of the issuance, sale and administration of the preferred trust capital
securities. The Trust’s principal asset is a $1,035,000 subordinated debenture issued by Lyons
Bancorp. A third party holds the Trust’s preferred trust capital securities. The Trust Preferred
securities are classified as long-term debt for the financial statements purposes, but Tier I capital
for regulatory purposes.

Business Strategy

Our mission is to increase shareholder value by offering financial services to a constantly
changing market. We plan to achieve this by executing our strategy of:

¢ Growing our community banking franchise mainly with de novo branch
expansion in selected markets where we can gain a competitive advantage by
providing our customers with personal service;

¢ Expanding our relationships with commercial and agricultural customers through
utilizing lending officers who know our customers’ businesses and can offer
competitive products to meet their needs;
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o Cementing retail market loyalty by focusing on core consumer needs for
transaction services and residential mortgages;

¢ Continuing to expand our sales of non-bank financial services to produce stronger
and more diversified sources of fee income and to broaden our customer base; and

e Achieving sustained levels of operating earnings and return on equity,
commensurate with prudently managed, high-performing community-based
financial services companies.

Grow Franchise.

Our business strategy is to serve as a community-oriented bank focused on developing
long-term customer relationships by providing personalized service, convenient locations, and
the flexibility to meet the needs of individuals and businesses in our market area. We believe
that our people and our knowledge of the local communities in our market distinguishes us from
our competitors, many of which are larger regional and super-regional financial institutions.

We currently have nine banking offices and plan to open an additional banking office in
2004. Our strategy has been to open offices in communities in which we believe we can gain a
competitive advantage. We consider two main criteria in choosing markets for expansion. First,
we look for a customer base that has either been abandoned by or peorly served by current
financial institutions. Second, we identify and hire individuals who can provide unique personal
service in the market.

We have increased our deposit market share rank to second among banks in Wayne
County as of June 2003 (from sixth as of June 1995 and third as of June 1999), based on
statistics provided by the Federal Deposit Insurance Corporation. Our long-term goal is to
secure the top market share position in Wayne County.

We believe there continues to be significant opportunity for financial services business in
and around Wayne County and plan to open offices as appropriate to continue to build greater
market share. We have opened two offices outside Wayne County and expect that our focus will
continue to expand over time.

Providing products and services at a fair price while giving superior levels of service to
our customers has helped us build a solid customer base and has contributed to our growth in
loans, deposits, fee income and market share. We seek to provide customers the personal
attention they desire while having the technological ability to provide services such as on-line
Internet banking that require less customer contact.

To fulfill our growth initiative, we will continue to look for opportunities to develop new
branches and new markets as well as to look for opportunities to strategically acquire other
financial institutions, financial related service companies and/or individual branch offices.
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Deepen Commercial and Agricultural Relationships.

On December 31, 2003, we had $127.6 million of total loans on our books and were
servicing an additional $22.1 million that we had originated and sold to others. Of the total on-
balance sheet loan portfolio at that date, approximately $36.0 million was residential mortgage-
related, $73.5 million was commercial and agricultural loans, and $18.1 million was consumer
loans. Residential mortgages account for virtually the entire off-balance sheet total of loans.

Over the past five years, our commercial and agricultural loan totals have tripled. We
now have a staff of six calling officers supported by a credit administration area staffed with two
full-time professionals. This commitment in resources has allowed us to fully address the needs
of our growing customer base.

It is our strategy to continue a community bank approach. This means focusing on
relationships, making local decisions on a timely basis, and highlighting our commitment to
knowledgeable loan officers. We intend to build revenues through a structured calling program
with commercial and agricultural customers and by providing regularly upgraded products and
services.

Cement Retail Loyalty

Consumers have a great variety of choices in the financial services market today. For
them to do business with us, we must have superior offerings for products and services they
really want. We have identified managing funds on a day-to-day basis and financing a home as
the two most important of these needs.

We have developed a comprehensive set of checking and savings products all accessible
by either visiting our local offices or by electronic means. Our various checking account plans
offer an option for any likely consumer we encounter. We have the greatest number of ATMs of
any financial institution in Wayne County and offer full access for our customers in all of the
major domestic ATM networks. Internet and telephone banking provide customers additional
alternatives to access their accounts.

The decision to purchase or refinance a home is perhaps the most significant financial
transaction most of our customers will ever make. We believe it is a core mission to provide
funding for any qualified homeowner regardless of the particulars of the property. If the loanis a
plain-vanilla mortgage that meets all of the standards of the secondary marketplace, we can
originate, sell, and service the loan. This allows customers to take advantage of national funding
options while retaining a local contact should any problems develop. The Bank benefits because
the fees we can generate in this line of business have been and can be substantial over time.
Another advantage of this approach is that it frees up room on our balance sheet, allowing us to
offer mortgages to many more customers. For those properties that do not fit into the one-size-
fits-all box of the secondary market, we can originate and hold the loan on our books, placing it
with Lyons Realty Associates Corp., our special purpose subsidiary.

We intend to emphasize the core consumer deposit and mortgage products in our market
and to eventually build our serviced mortgage portfolio to a much larger size, reserving our

- balance sheet funding for those customers that need the flexibility of a local bank. We believe
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that this approach will both meet the most important needs of our customers and provide a secure
source of revenue for the Bank over time.

Expand Sales of Non-Bank Financial Services.

The Bank, through LNB Life Agency, Inc. and its arrangement with Mapstone Financial
Group, sells non-insured financial services and products to customers and potential customers of
the Bank. These products range from stocks, bonds and mutual funds to life, disability and long-
term care insurance products. The commissions we receive from these transactions help to offset
some of the risk associated with our net interest margin because it can provide a recurring source
of revenue. Making non-interest income a larger part of our total revenue stream is an integral
part of our strategy. Also, we seek to broaden our base of customers through sales of these
products and services and to increase customer retention.

Achieve Sustained Levels of High Performance.

It is our goal to achieve and maintain operating returns commensurate with high-
performing companies in the financial services industry. Other community-oriented financial
institutions with the same attitude toward risk control comprise our comparison group. We
believe that our ability to do this hinges on being able to meet the four goals outlined above. We
believe it is important to be a diversified financial services provider in order to compete
effectively in this changing industry.

We have adopted technology which we feel will allow for the growth we have projected.
We believe that this technology is up-to-date. It is also scalable which will allow us to add
resources as needed rather than having to convert to a system with a higher level of capacity.

As we build a more comprehensive set of products and services and expand our
geographic and electronic delivery systems, we will incur up-front costs. These costs are an
investment which we expect will generate higher returns over time. As we progress in our
expansion, current total earnings may lag, but as the businesses we build mature, we expect the
returns will begin to outperform those of our slower growing peers.

Business Support Strategies

To support our business growth we believe that we need to execute five key business
support strategies. These include promoting a marketing image supported by a sales approach
consistent with our culture, expanding our product lines to meet the needs of our increasing
customer base, developing the appropriate infrastructure to support our increased size, managing
the risk inherent in providing products and services to our growing customer base, and providing
the proper level of capital to protect our financial strength.

Marketing and Sales Approach

To generate increased revenues in the fast-changing financial services marketplace, we
believe that we must balance our community banking culture with an effective marketing and
sales approach. As we compete for customers, we need to project a consistent image to the
consumer. We must also be sure that our staff is well-trained in identifying the needs of our
customers so that we can sell them the products and services that will generate our future profits.
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Expanded Product Lines

We plan to support better marketing and training by developing and offering added
products and services to our customers. We expect to develop products in-house and offer them
through our own systems and customer representatives. We are also exploring possible
acquisitions of new lines of business to provide customers access to non-bank products and
services. In addition, we will consider utilizing out-sourcing options if they offer a good trade-
off between time to market and revenues generated. Lines we are considering include:
insurance, brokerage, mortgage banking, financial planning, investment management, and trust
services.

Infrastructure

Three key ingredients are necessary to build a strong support system for increased
business in the Bank. First and foremost, we need the right people. Second, our systems must be
reliable, secure, and provide the information we need to generate revenues and report on our
performance. Third, our facilities need to offer an efficient atmosphere for employees while
providing an attractive place to do business for customers.

The Bank has more than doubled in size (assets and locations) while increasing staff by
50% in the last five years. This growth has been accomplished with a very small senior
management structure. In order for us to succeed in our growth goals over the next few years,
we plan to deepen the organizational structure of the Bank by adding expertise in certain
specialized areas. Included among these are a dedicated sales and service manager and a
corporate controller.

The Bank utilizes a third-party data processing consortium for its technology needs. This
method of operation places responsibility for the technical aspects of technology with experts
while keeping the responsibility for strategy within the Bank. A key portion of our future
success will rest on our ability to upgrade the capabilities of our systems to provide timely
information to make decisions.

Our de novo expansion has been supported by a consistent approach to design in our new
locations. We are projecting a professional, progressive image to the public which we believe
has helped to set us apart from our competitors. In the next few years, we plan to review all of
the space needs of our Bank. We expect to make a significant commitment to upgraded facilities
to house our administrative and operations personnel.

All of our infrastructure strategies will require an expenditure of the resources of the
Bank. In the short-term, this will appear as expense, but in the long-term, we feel that the dollars
invested are necessary to support our growth plans.

Manage Risk.

Successful banking is the business of getting properly paid for risk. The key risks we
face include credit, liquidity, interest rate sensitivity, reputation, and operations. We manage
each of these areas in a structured fashion, aiming to generate an attractive risk/reward trade-off
within prudently established parameters.
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Although each of our risks is managed by individuals and systems unique to the
particular risk in question, we maintain a global risk management process as well. This approach
allows us to monitor the various risks we face in an integrated fashion. We feel it is important to
review risk trends in all areas at the same time to make sure that we are not subject to a
correlated increase in risk that could feed on itself. Our internal Risk Management Committee is
charged with the responsibility to gather information from each risk area, collate it, and review
the implications in an enterprise-wide fashion. We self-rate the Bank in the different areas and
take care to compare these ratings to those provided by outside parties (auditors, examiners, etc.)
for consistency.

Even though we have almost tripled the size of our loan portfolio in the last five years,
we have maintained a strict quality control program for new credits. We have experienced
lending officers and a loan approval process that requires detailed knowledge of the customer’s
ability to repay a loan.

Our net charge-offs for 2003 were $168,000 (.14% of average loans during 2003). Non-
performing assets were below peers at .30% of outstanding loans as of December 31, 2003. Our
loan loss reserve totaled almost $1.7 million or 1.30% of outstanding loans. This exceeds peer
averages. We believe our conservative lending policy has enabled us to maintain excellent asset
quality while not hindering the overall growth of the loan portfolio.

We manage our balance sheet risks (liquidity and interest rate sensitivity) through a
regular monitoring process and an active Asset/Liability Committee which includes senior
management and select members of the Board of Directors. The Bank has increased in total
assets from roughly $100 million at the end of 1998 to over $212 million as of the end of 2003.
During this period, the Bank has had minimal wholesale funding and has navigated both a sharp
increase in interest rates from 1998 to 2000 and the subsequent collapse in rates to multi-decade
lows while increasing net interest income in every year.

Our history of 152 years of service to our communities has created a bond of integrity
with local customers and non-customers alike. The potential risk to our reputation from rumor or
unauthorized activities could severely threaten this trust. We take any comments made about the
Bank seriously and counter any inaccuracies we find as quickly as we can. All of our employees
and directors are subject to our internal Ethics Policy which provides strict guidelines for actions
and formal penalties for violations. Our corporate govermnance policies have been enhanced,
meeting many of the guidelines in place for much larger institutions.

Operating risk has become a much more important consideration in the past few years as
new threats have been presented. We have established strict privacy requirements in all of our
customer dealings. We have taken steps to secure our data processing areas from attack both
physical and through electronic means. We were fully prepared for Year-2000, and our disaster
recovery procedures are state-of-the-art.

Capital Management

We take a proactive approach to managing capital resources. Capital raising activities
generally take place at Lyons Bancorp while capital use other than dividend payments is
primarily related to the Bank’s business and regulatory needs. This requires close integration
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between Lyons Bancorp and the Bank so that capital movement between the two entities is both
timely and appropriately sized.

Our capital management activities starting with our 2000 common stock and warrant
offering have been guided by the dual goals of flexibility and prudence. Consequently, our
operating approach has been to retain excess capital at Lyons Bancorp while providing capital to
the Bank sufficient to maintain a margin over regulatory well-capitalized levels of 5%. Our
working target for the Bank is 6.5% or a 30% cushion to the required regulatory amount.

Our 2000 stock offering included a warrant which gave holders the right to buy more
stock approximately two years after the offering originally closed. We chose this timing so that
the additional capital received when the warrants were exercised would match our expected
growth in loans and deposits. Our planning process for our next capital infusion preceded the
completion of the warrant exercise in December 2002. At the same time our Board of Directors
adopted a strategic goal of increasing our dividend payout ratio to 40% of net income to enhance
the investment appeal of our stock. In early 2003, we initiated a process to add capital in the
form of trust preferred securities which was completed in June 2003. This provided support for
growth while we prepared for the offering being made by this Offering Circular.

We have used the proceeds of our capital raising transactions to both add capital to the
Bank when it was needed and pay dividends to our common shareholders. The latter action
conserved capital at the Bank. This approach resulted in a regulatory capital account that has
increased by 63% at the Bank since the end of 2000. Total GAAP capital at the Bank has
increased by a larger 69% due to unrealized gains in the investment portfolio. This is consistent
with overall Bank balance sheet growth, and has led to maintaining “well-capitalized” regulatory
ratios at every reporting period over the last three years. We are proud of this accomplishment,
considering our well above average growth path. Including a warrant in our current offering
extends the forward-looking approach to capital management that we have adopted.

Banking Operations
Market Area

During June 2003, we opened our first location in Ontario County, New York by adding
a banking office on Seneca Street in Geneva, New York. Expanding into Geneva is strategically
important to us. Geneva proper is one of the largest markets in our service area with a
population of over 13,000 and bankable deposits of close to $450 million. It is also a city on the
rebound; one that is experiencing growth and has caught the eye of investors. Moreover, it is not
an over-banked community. When we opened our branch in June, we became but the fourth
bank to establish a presence in the city.

While opening our first banking office in Ontario County is important in its own right,
being in Geneva has afforded us the opportunity to springboard into other markets in Ontario
County and has opened a door on the entire Finger Lakes Region. More specifically, we are now
soliciting business in and serving customers from Yates and Seneca Counties, which means our
potential market area is double what it was when 2003 began.
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With the opening of the Geneva banking office, the Bank now operates nine banking
offices within its primary market area, which is centered around Lyons, New York. The Bank’s
primary market area now encompasses Wayne County and portions of Cayuga, Monroe,
Onondaga, Ontario, Seneca and Yates Counties in New York State.

The following maps show the Bank’s primary market area:
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Average Balances And Interest Rates

The following table presents, for the periods indicated, the total dollar amount of interest
income from average interest-earning assets, the resultant yields, and the interest expense on
average interest-bearing liabilities, expressed both in dollars and rates. Average balances are
derived from average daily balances. The yield on securities available-for-sale are included in
investment securities and mortgage-related securities and yields are calculated on the historical
basis. All interest has been adjusted to a fully taxable equivalent amount using the federal
statutory rate of 34%. The yields and rates are established by dividing income or expense dollars
by the average balance of the asset or liability.
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Lending Activities

The principal lending activity of the Bank has been the origination for its own portfolio
of adjustable and fixed-rate loans secured by various forms of collateral. The Bank also
originates residential mortgages which it sells to third parties and retains servicing rights.

The following tables include a Summary of Loan Portfolio, Maturities of Loans,
Sensitivity of Loans to Changes in Interest Rates and a Volume/Rate Analysis:

Summary of Loan Portfolio
By Type
(Dollars in thousands)

As of December 31,
Type 2003 2002 2001 2000 1999
Domestic:
Commercial, financial and agricultural $ 73,461 $ 46,813 $ 40,380 $ 33,728 $ 26,618
Real estate - mortgage loans 36,043 32,504 30,029 29,485 26,428
Installment and other consumer loans 18,071 18,524 14,447 9,065 6,707
Sub-total $127,575 $ 97,841 $ 84,856 $ 72,278 $ 59,753
Foreign --- --- — --- -
Total loans $127,575 $ 97,841 $ 84,856 $ 72,278 $ 59,753
Allowance for loan and lease losses (1,658) (1,224) (1,007) 817) (697)
Total loans, net of allowance $125917 $ 96,617 $ 83,849 $ 71461 $ 59,056
Maturities of Loans
As of December 31, 2003
(Dollars in thousands)
Maturing after
Maturing one but within Maturing after
within one year five years five years Total
Commercial, financial, agricultural $ 19,632 $ 11,276 $ 42,553 $ 73461
Sensitivity of Loans to Changes in Interest Rates
(Dollars in thousands)
As of December 31, 2003
Fixed Variable
Rate Rate
Due after one but within five years $ 16,270 $ 6,301
Due after five years $ 55,685 $ 28,025
{472628:}
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Interest Sensitivity

An important element of both earnings performance and liquidity is management of
interest rate sensitivity. Interest rate sensitivity management involves comparison between the
maturity and re-pricing dates of interest-earning assets and interest-bearing liabilities, with the
goal being to minimize the impact on net interest income in periods of extreme fluctuations in
interest rates. The Bank measures its interest rate risk through the use of guidelines designed to
measure the impact on an annualized net interest margin due to an immediate 2% change in
interest rates. Quarterly, the change in net interest income, as well as several other strategic
measurement ratios, are presented to the Bank’s Asset/Liability Committee (“ALCQO”) and Board
of Directors and compared to Bank established guidelines. The Bank has historically maintained
the ratios within the acceptable ranges of the guidelines.

A useful measure of the Bank’s interest rate risk is “interest sensitivity gap”, the
difference between interest sensitive assets and interest sensitive liabilities in a specific time
interval. Interest rate “gap” analysis measures the relative dollar amounts on interest-earning
assets and interest-bearing liabilities which re-price within a specific time period, either through
maturity or rate adjustment. A “positive” gap for a given period means that the amount of
interest earning assets maturing or otherwise re-pricing exceeds the amount of interest-bearing
liabilities maturing or otherwise re-pricing within the same period. Accordingly, in a rising
interest rate environment, an institution with a positive gap would generally be expected, absent
the effects of other factors, to experience a greater increase in the yields of its assets relative to
the cost of its liabilities. Conversely, the cost of funds for an institution with a positive gap
would generally be expected to decline less quickly than on its assets in a falling interest rate
environment. Changes in interest rates generally have the opposite effect on an institution with a
“negative” gap.

The Bank currently has a negative gap over the short term, which suggests that the net
yield on interest earning assets and liabilities may decrease during periods of rising interest rates.
However, a simple interest rate 'gap' analysis by itself may not be an accurate indicator of how
net interest income will be affected by changes in interest rates. Income associated with interest-
earning assets and costs associated with interest-bearing liabilities may not be affected uniformiy
by changes in interest rates. In addition, the magnitude and duration of changes in interest rates
may have a significant impact on net interest income. Although certain assets and liabilities may
have similar maturities or periods of re-pricing, they may react in different degrees to changes in
market interest rates. Interest rates on certain types of assets and liabilities fluctuate in advance
of changes in general market interest rates, while interest rates on other types may lag behind
changes in general market rates. In the event of a change in interest rates, prepayment and early
withdrawal levels also could deviate significantly from those assumed in calculating the interest-
rate gap. The ability of many borrowers to service their debts also may decrease in the event of
an interest rate increase.

The table below presents the Bank's interest rate sensitivity at December 31, 2003.
Because certain categories of securities and loans are prepaid before their maturity date even
without regard to interest rate fluctuations, certain assumptions have been made to calculate the
expected maturity of securities and loans.

(472628}
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Assets:

Fed Funds Sold

Interest Bearing Deposits
Investment Securities
Loans

Total Interest Sensitive Assets

Liabilities:

NOW/Money Market/Savings
Certificates of Deposit
Individual Retirement Accounts
Securities sold under agreement

to repurchase
Advances from Federal Home Loan Bank
Advances from subsidiary

Total Interest Sensitive Liabilities
GAP:
Period

Cumulative

§472628:)

Interest Rate Sensitivity
(Dollars in thousands)

0-3 4-6 7-12 1-5 5 Years + Total
Months Months Months Years
$ - b - $ - b - $ - $ -
100 - - - - 100
5,683 4276 4,344 29,164 26,173 69,640
51,320 7,343 10,501 44,780 13,417 127,361
$ 57,103 § 11,619 $ 14,845 $ 73,944 $ 39590 $197,101
$ 87,704 $ - § . - s - $ 87,704
13,079 5,219 23,554 10,812 - 52,664
5,068 57 331 483 15 5,954
8,059 - - - - 8,059
8,600 - 1,000 - 3,000 12,600
1,000 - - - - 1,000
$ 123510 $ 5276 % 24885 $§ 11295 § 3,015 $167,981
$ (66,407) $ 6,343 $(10,040) $ 62,649 $ 36,575 $ 29,120
$ (64,407)  $(60,064) $(70,104) $ (7,455 § 29,120
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Asset Quality

The Bank maintains written loan policies that require certain underwriting,
documentation, and credit standards be met for the approval and funding of loans. Management
has safeguards and procedures in place that track adherence to policies. In addition, third party
loan reviewers periodically sample the loan portfolio and report to Bank management and our
Board of Directors any identified discrepancies. Exceptions to policy, when made, are
documented, justified, and approved by management. Lending authorities are recommended by
management and approved by our Board of Directors. Management reports measures of both
loan quality and loan portfolio growth on a regular basis to our Board.

Our allowance for loan losses represents management’s estimate of an amount adequate
to provide for potential losses inherent in our loan portfolio. In its continuing evaluation of the
allowance and its adequacy, management considers the Bank’s loan loss experience, the amount
of past-due and non-performing loans, current and anticipated economic conditions, underlying
collateral values securing loans and other factors which affect the allowance for potential loan
losses. Bank management monitors the adequacy of the allowance through the use of a model
designed to comply with the requirements of the Office of the Comptroller of the Currency.

While it is the Bank’s policy to charge-off loans in the period in which a loss is
considered probable, there are additional factors impacting potential future losses which cannot
be quantified precisely or attributed to particular loans or classes of loans. These factors include
such items as the general state of the economy. Management’s judgement as to the adequacy of
the allowance is, therefore, necessarily approximate. The allowance is also subject to regulatory
examinations as to adequacy, which may include reviews of the methodology used to arrive at
the allowance and comparison of the allowance to peer institutions.

The commercial loan policy provides that the accrual of interest on commercial and real
estate loans ceases whenever the payment of principal or interest becomes 90 days past due or
the valuation of the collateral held materially deteriorates to the extent that the loan can no longer
be regarded as adequately secured. The policy also provides that accrual of interest on
residential mortgages ceases whenever payment of principal or interest becomes 90 days
delinquent. Our consumer loan policy provides that consumer loans, whether secured or
unsecured, are considered for charge-off to the allowance for loan loss when they reach 90 days
delinquent.

The following tables present for the past five years a summary of the “Allocation of
Allowance for Loan Loss by Loan Type” and an “Analysis of Changes in the Allowance for
Loan Losses”. :

{472628:)
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Analysis of Changes in Allowance for Loan Losses
(Dollars in thousands)

Balance at beginning of the period

Charge-offs:
Domestic:
Commercial, financial and agricuitural
Real estate - mortgage
Installment loans to individuals
Credit cards

Foreign:
Total charge offs

Recoveries:
Domestic:
Commercial, financial and agricultural
Real estate - mortgage
Installment loans to individuals
Credit cards

Foreign:
Total recoveries

Net charge-offs
Provision charged to operations

Balance at end of period

Ratio of charge-offs net of recoveries to average loans

outstanding

Allowance for loan loss as a percentage of total loans

at period end

(472628}

Year Ended December 31,

2003 2002 2001 2000 1999
$ 1224 § 1,007 $ 817 § 697 $ 538
95 328 54 - -—--
--- 8 17 20 -
138 73 69 44 33
3 - 6 31 13
$ 236 $ 409 $ 146 $ 95 $ 46
16 21 2 - -
2 1 2 2 ---
49 29 29 33 44
1 2 5 4 6
§ 68 § 53 $§ 38 $ 39 $ 50
$ 168 $ 356 $ 108 $ 56 5 @4
$ 602 $ 573 $ 298 $ 176 $ 155
$ 1,658 $ 1,224 $ 1,007 $ 817 § 697
0.16% 0.39% 0.14% 0.09% 0.00%
1.30% 1.25% 1.19% 1.13% 1.17%
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Investment Activities

Our securities portfolio is comprised of interest-bearing notes, bonds and pass-through securities
issued by the United States government and its direct and sponsored agencies, as well as local
municipal obligations. Our available-for-sale portfolio provides a source of liquidity, collateral
for repurchase agreements and public funds as well as being a means of diversifying our interest
earning asset portfolio. While we generally intend to hold our investment portfolio assets until
maturity, a significant portion of the portfolio is classified as available-for-sale. Securities so
classified are accounted for at fair value with the unrealized appreciation and depreciation
reported as a separate component of shareholders’ equity, net of income tax effects. Securities
classified in the held to maturity category are accounted for at amortized cost. We invest in
securities for the yield they produce and not to profit from trading the securities. We eschew a
securities trading portfolio.

The securities portfolio also includes non-marketable equity securities totaling $810,000
that are carried at cost because they are not readily marketable or have no quoted market value.
These include investments in Federal Home Loan Bank stock, Federal Reserve Bank stock and
New York State Business Development Corporation stock. As a member of the Federal Reserve
Bank of New York and Federal Home Loan Bank of New York, the Bank is required to hold
stock in these entities. The New York State Business Development Corporation is a privately
owned entity, managed and funded by banks across New York State. Its mandate is to promote
employment and economic development through long term loans to creditworthy small and
medium size businesses that are candidates for financing outside of or in conjunction with
conventional bank sources.

The following tables summarize the fair value of the Available-for-Sale portfolio and the
amortized cost of the Held-to-Maturity portfolio:

Investment Securities
{Dollars in thousands)

As of December 31
Available-for-Sale 2003 2002 2001
US Treasury securities $ 5,083 $ 13,387 $ 2,989
US Government securities 22,585 24,413 26,096
Mortgage backed securities 25,377 18,243 5,790
State and local government obligations 14,572 17,252 13,941

$ 67,617 § 73,295 $ 48816

Held-to-Maturity

State and local government obligations $ 1,213 $ 2,882 $ 1,728
Federal Home Loan Bank stock 630 600 450
Federal Reserve Bank stock 80 35 35
NYSBD Common Stock 100 100 100

$ 2,023 3 3,617 $ 2,313

The fair value (Available~for-Sale), amortized cost (Held-to-Maturity), and weighted
average yield of the combined investment portfolios of Lyons Bancorp and the Bank at
December 31, 2003, by final contractual maturity or repricing date, are as follows:

(4726281}
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Investment Portfolio
(Dollars in thousands)

Available-for-Sale

Fair Average
Value Yield®
Due in one year or less 3 5,722 5.77%
Due after one to five years 49,078 4.57%
Due after five to ten years 12,817 5.02%
Due after ten years --- ---
Total $ 67,617 4.76%
Held-to-Maturity
Amortized Average
Cost Yield™
Due in one year or less 3 515 3.69%
Due after one to five years 201 6.10%
Due after five to ten years 34 6.57%
Due after ten years 463 8.26%
Total® $ 1213 5.91%
Total Investment Securities $ 68,830 4.78%
1 Average yields are stated on a tax equivalent basis,
2) Total does not include equity securities

Sources of Funds

General. The major sources of our funds for lending and other investment purposes are
deposits, scheduled principal repayments, prepayment of loans and mortgage-backed securities,
maturities of investment securities, equity capital investment, borrowings, and cash flows from
operations. Scheduled loan principal repayments are a relatively stable source of funds, while
deposit inflows and outflows and loan prepayments are significantly influenced by general
interest rates and market conditions.

Deposits. We attract customer deposits principally from within our primary market area
by offering a broad selection of deposit instruments, including demand deposit accounts,
checking accounts, savings, money market deposit, term certificate accounts and individual
retirement accounts. Deposit account terms vary according to the minimum balance required,
the time period the funds must remain on deposit and the interest rate. All deposit accounts are
insured by the Federal Deposit Insurance Corporation up to the maximum amount permitted by
law.

The following table is a summary of our deposits as of the end of each of our last three
fiscal years:

{472628:)
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Non-Interest Bearing Deposits

Interest Bearing Deposits:
NOW Accounts
Savings
Money Market
Time Deposits >$100,000
Other Time

Total Interest Bearing Deposits

Total Deposits

Deposits
(Dollars in thousands)

As of December 31
2003 2002 2001
$ 27,884 $ 24,206 $ 20,175
20,893 17,659 16,122
45,201 39,027 36,730
21,610 21,091 12,973
31,925 28,902 24,064
26,693 24,409 20,037
146,322 131,088 109,926
$ 174,206 $ 155,294 $ 130,101

The maturity distribution of time deposits of $100,000 or more at December 31, 2003

was:

As of December 31, 2003

Maturi (Dollars in thousands)
3 Months or Less § 8,171
Over 3 Months through 6 Months 1,320
Over 6 Months through 12 Months 18,641
Over 12 Months 3,793
Total $ 31925

Borrowings. To help fund our loan growth from time to time we obtain advances from
the Federal Home Loan Bank of New York and under securities repurchase agreements with
customers. The following table summarizes these borrowings as of and for the indicated years

ended December 31:

Federal Home L.oan Bank Advances
Securities Sold under Agreement to

Repurchase
TOTAL

Short-Term Borrowings
{Dollars in thousands)

As of and for the year ending December 31, 2003

2003 2002 2001
Average Average Average
Amount Yield Amount Yield Amount Yield
12,660 2.40% 9,500 3.35% 5,000 3.82%
8,059 1.81% 8,435 2.28% 8,356 2.87%
20,659 2.17% 17,935 2.85% 13,356 3.23%

As of December 31, 2003, the Bank had $20.7 million of availability from Federal Home
Loan Bank of New York, subject to collateral availability. As of December 31, 2003, the Bank
had $16.9 million of collateral for such purposes and $12.6 million of funds advanced from the

{472628:)
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Federal Home Loan Bank of New York. In addition, the Bank may access funds through general
markets such as wholesale brokered certificates of deposit and national repurchase agreements.
At December 31, 2003, the Bank had no wholesale brokered certificate of deposits or national
repurchase agreements.

The following table presents information concerning Federal Home Loan Bank Advances
as of and for the indicated years ended December 31:

Federal Home Loan Bank Advances
{Dollars in thousands)

For the years ended December 31,
2003 2002 2001
Average Balance $ 7,243 $ 6,240 $ 2,426

The following tables present information concerning securities sold under agreements to
repurchase for the indicated years ended December 31:

Securities Sold under Agreement to Repurchase

(Dollars in thousands)
For the years ended December 31,
2003 2002 2001
Average Balance $§ 7,249 $ 7,056 $ 6,166
Maximum month-end balance $ 8,391 $ 8,826 $ 8,754

Securities sold under agreements to repurchase mature in less than 90 days from the
transaction date. Securities sold under agreements to repurchase either remain under the control
of the Bank or are held in third party custodial accounts that recognize the Bank’s interest in the
securities.

In June 2003, we formed a statutory trust company, Lyons Capital Statutory Trust I, a
wholly-owned Connecticut statutory business trust subsidiary, for the sole purpose of issuing
trust preferred securities that are fully and unconditionally guaranteed by us. In June 2003, we
issued $1.0 million of subordinated debentures to the Trust and the Trust issued $1.0 million in
trust preferred securities. The subordinated debentures are the principal asset of the Trust. The
trust preferred securities are classified as long-term debt for the financial statements, but are
included as Tier I capital for regulatory purposes. The interest rate on this security, 3.92% at
December 31, 2003, is variable, adjusting quarterly at three-month LIBOR plus 2.75%. The
interest is payable quarterly. The trust preferred securities mature on June 23, 2033, or may be
redeemed at any time in the event that the deduction of related interest for federal income tax
purposes is prohibited, treatment as Tier I capital is no longer permitted, or certain other
contingencies arise.

Our subordinated debentures issued to the Trust also mature on June 27, 2033 and bear
interest at the three-month LIBOR plus 2.75% (3.92% at December 31, 2003), payable quarterly.
We have the option to defer interest payments from time to time for up to 20 consecutive quarterly
periods without defaulting on the debentures. We also have the option to redeem the debentures, in

{472628:}
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whole or in part, beginning on June 27, 2008 and quarterly thereafter or within 120 days throughout
the entire term of the debentures should certain special events occur. The redemption price,
expressed as a percentage of the principal amount of the debentures being redeemed, ranges from
101% at December 31, 2003 to 100% on June 27, 2013 and after. If we elect to defer interest
payments as described above, or if the debentures are in default, we are prohibited from declaring or
paying dividends.

Legal Proceedings

Currently, we are not subject to any pending or threatened lawsuits in which claims for
monetary damages are asserted.

(472628:)
-58-



)

Competition

We face intense and increasing competition in making loans, attracting deposits and
providing other financial products and services. The Bank competes with other financial
institutions and service providers such as commercial banks, savings banks, savings and loan
associations, credit unions, mortgage banking companies, finance companies, brokerage firms
and mutual fund companies. Interest rates, both on loans and deposits, and prices of services are
significant competitive factors among financial institutions generally. Important competitive
factors, such as office location, types and quality of services and products, office hours, customer
service, a local presence, community reputation and continuity of personnel, among others, are
and continue to be a focus of the Bank.

Many of the largest banks in the Country have offices in our markets. These institutions
have greater financial resources and lending limits, better name recognition, more locations,
more advanced technology and more financial products to offer than we do and may offer
various services we do not offer. In addition, these institutions may be able to better afford and
make broader use of media advertising, support services and electronic technology that we may.
To offset these competitive disadvantages, the Bank depends on its reputation as an independent
and locally-owned community bank, its personal service, its greater community involvement and
its ability to make credit and other business decisions quickly and locally.

Employees

As of December 31, 2003, we employed 77 persons (full-time equivalent). The Bank
provides a variety of employment benefits and considers its relationship with its employees to be
good. We have no collective bargaining agreements with any employees.

{472628:}
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Properties

The location of the nine banking offices operated by the Bank and certain other
information related to these offices is set forth below:

Location Owned or Leased
35 William Street, Lyons, New York 14489 Owned
Routes 14 & 31, Lyons, New York 14489 Owned
4 Williams Street, Clyde, New York 14433 Leased
2 North Main Street, Jordan, New York 13080 Owned
5996 New Hartford Street, Wolcott, New York 14590 Owned
750 West Miller Street, Newark, New York 14513 Leased
1503 Canandaigua Road, Macedon, New York 14502 Leased
41 Seneca Street, Geneva, New York 14456 Leased
Tops Plaza, 6256 Furnace Road, Ontario, New York 14519 Leased

The above properties and land owned by the Bank at December 31, 2003 had a net book
value of $1.3 million. None of these properties were subject to any encumbrances.

The Bank leases properties from other parties for its remaining banking offices. For the
year ended December 31, 2003, total rental fees of $130,092 were paid for these properties.
These leases expire from April 2007 to November 2012.

We consider all of these banking offices to be well located and suitably equipped to serve
as banking facilities. In the opinion of management the properties are adequately covered by
insurance.
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SELECTED FINANCIAL AND OTHER DATA

The following table sets forth our selected consolidated historical financial and other
data. for the years and at the dates indicated. The information at December 31, 2003 and 2002,
and for the years then ended is derived in part from and should be read together with our audited
consolidated financial statements and notes thereto beginning at page F-2 of this Offering
Circular. The information at December 31, 2001 and for the fiscal year then ended is derived in
part from our audited consolidated financial statements which are not included in this Offering
Circular. The selected consolidated financial data below should be read in conjunction with our
consolidated financial statements and the accompanying notes and "Management's Discussion
and Analysis of Financial Condition and Results of Operations." The historical results are not
necessarily indicative of results that may be expected for any future period.

For the year ended December 31,

2003 2002 2001
Income Statement Summary:

Interest income $ 9,931 $ 9,388 $ 8,982

Interest expense 2,659 2,988 3,438

Provision for loan losses 602 573 298

Net interest income after provision for loan losses 6,670 5,827 5,246

Non-interest income 2,067 1,612 1,132

Non-interest expense 6,606 5,663 4,846

Income tax expense 496 475 525

Net income 1,635 1,301 1,007

Per share data ®:

Net income $§ 233 $ 199 $§ 157
Basic N/A $§ 199 $ 156
Diluted

Book value
Basic 21.18 21.48 16.99
Diluted n/a n/a 16.91

Cash dividends
Basic 0.58 0.41 0.28

Period End Balance Sheet Summary:

Total assets $ 212,340 $ 189,681 § 155,329

Investment securities 69,640 76,911 51,130

Loans 127,575 97,841 84,856

Allowance for loan losses 1,658 1,224 1,007

Deposits 174,206 155,294 130,101

Shareholders’ equity 14,832 14,014 10,900

Selected Financial Ratios:

Return on average assets 0.80% 0.75% 0.74%

Return on average shareholders’ equity 11.29% 10.71% 9.57%

Dividends declared to net income 24.72% 20.37% 17.85%

Loans to deposits 73.23% 63.00% 65.22%

Non-performing loans to total period end loans 0.30% 0.27% 0.28%

Net charge-offs to average loans outstanding 0.16% 0.39% 0.38%

Allowance for loan losses to total

loans at period-end 1.30% 1.25% 1.19%
Average shareholders’ equity to average total assets 7.08% 7.04% 7.73%
Allowance for possible loan losses to

non-performing assets, including OREO 379.02% 456.74% 419.63%
(period end number)
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Capital Ratios®:

Leverage ratio 7.28% 6.50% 6.70%

Tier 1 risk-based capital 11.29% 12.17% 11.61%

Total risk-based capital 12.51% 13.34% 12.70%
Other data:

Number of banking offices 9 8 7
(1) During 2001 and continuing until December 31, 2002, we had unexercised outstanding common stock and

warrants. Diluted figures reflect the potential additional common shares, using the treasury method of
calculation, we would have issued if these warrants had been exercised. All of these warrants were either
exercised or expired on December 31, 2002. During 2002 and 2001, warrant holders purchased 26,469
shares and 1,280 shares for $992,588 and $48,000, respectively.

(2) In June 2003, we issued $1.0 million of junior subordinated debentures in connection with the issuance of
trust preferred securities by Lyons Capital Statutory Trust I in which we own all of its common beneficial
interest.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion is intended to assist readers in understanding and evaluating the
results of operation and financial condition of Lyons Bancorp, Lyons Capital Statutory Trust I,
The Lyons National Bank, Lyons Realty Associates and LNB Life Agency on a consolidated
basis. This discussion and analysis should be read in conjunction with our consolidated financial
statements and the notes relating thereto appearing elsewhere in this Offering Circular.

All share amounts and dollar amounts per share have been adjusted to reflect our
December 31, 2003 2-for-1 stock split.

2003 Financial highlights as compared to 2002 results
Overview

We reached, and then exceeded four financial milestones in 2003 and extended our
market coverage into a new county. First, our net after tax income grew in excess of 25% to an
all-time high of $1.6 million versus $1.3 million in 2002. Second, in February of 2003, total
assets exceeded $200 million for the first time in our company’s history. We continued to grow
and finished the year at $212.8 million. Third, in May, our loan portfolio reached the long
sought after benchmark of $100 million, and by December 31, 2003, strong loan demand had
raised the portfolio to $127.6 million. We could have ended the year with even higher
outstandings, but we chose to book many of our residential loans in our off-balance sheet
serviced portfolio. This portfolio increased almost 150% during 2003, ending the year at $22
million compared to $9 million at the end of 2002. Servicing income on these loans exceeded
$50,000. Last, but far more important for future years, we opened our ninth banking office on
Seneca Street in Geneva, New York.

Income Statement

Total net after tax income for 2003 was $1.6 million, an increase of $334,000, or 25.7%
from $1.3 million for 2002. The increase in total net income was the result of increases in net
interest income of $872,000 and non-interest income of $455,000, offset by increases in non-
interest expense of $943,000, increases in the provision for loan losses (expense) of $29,000, and
increased income tax expense of $21,000. Diluted earnings per share increased to $2.33 in 2003,
an increase of 17.1% from $1.99 in 2002.

Net interest income is the amount by which interest earned on assets exceeds the interest
paid on interest-bearing liabilities. Lyons Bancorp’s interest earning assets are primarily loans to
businesses and individuals. Interest bearing liabilities consist primarily of savings, money
market accounts and certificates of deposit. Generally, changes in net interest income are
measured by net interest rate spread and net interest margin. Net interest rate spread is equal to
the difference between the average rate eamed on interest earning assets and the average rate
incurred on interest-bearing liabilities. Net interest margin represents the difference between
interest income and interest expense calculated as a percentage of average earning assets.

Net interest income was nearly $7.3 million in 2003. This was an increase of $872,000

or 13.6% from 2002’s $6.4 million. The net interest rate spread for 2003 was 3.65% as
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compared to 3.71% for 2002. For 2003, the net interest margin was 3.88% compared to 4.01%
for 2002. Net interest income increased as a result of net growth of interest earning assets and
interest bearing liabilities exceeding the effect of declines in interest rates on such assets and
liabilities.

Total interest income increased by $543,000 or 5.8% to $9.9 million for 2003, compared
to 2002’s amount of $9.4 million. The increase was a result of an increase in the average loan
portfolio and investment securities balances. The effect on interest income from the increased
size of the average loan and investment securities portfolio was offset by a decrease in interest
rates related to market conditions.

Total interest expense decreased $329,000 or 11.0% to almost $2.7 million for 2003,
compared to 2002’s amount of nearly $3.0 million. The decrease is primarily the result of
historically low interest rates. In addition, existing interest bearing liabilities, such as certificates
of deposits, renewed for lower than original interest rates. The reduction in interest expense
from lower interest rates was offset in part by an increase in interest bearing liabilities in 2003
compared to 2002.

Non-interest income consisted primarily of customer service fees, gains on sales and
servicing of residential mortgage loans, and gains on sales of investment securities. Non-interest
income increased $455,000 or 28.4% to $2.1 million for 2003, as compared to $1.6 million for
2002. The increase was primarily the result of fees earned on servicing our expanding customer
base, fees earned from originating, selling, and servicing our loan portfolio, and realized gains
from sales of available-for-sale investment securities.

Non-interest expense consists of salaries and benefits, occupancy, and other expenses.
Non-interest expense increased $943,000 or 16.5% to $6.6 million for 2003, as compared to $5.7
million for 2002. In general, these expenses have increased to support the continued growth of
the organization. The largest non-interest expense was for salaries and benefits, which rose
$551,000 or 19.6% due to the addition of lending and branch personnel, as well as, continued
increases in insurance premiums paid by the organization on behalf of its employees.
Occupancy expenses increased $127,000 or 10.6% primarily the result of our implementation of
a high speed telecommunication network between our branch and operational locations, as well
as, the expansion of our Internet banking delivery service to include transactional, bill payer, and
cash management capabilities. Other expenses increased $265,000 or 15.9% primarily the result
of partially converting to a data center environment for transaction processing. The conversion
is expected to mitigate future technology costs related to transaction processing activities.

The provision for loan loss is charged to operations to increase the total allowance to a
level deemed appropriate by management based on a number of factors. See “Our Company —
Asset Quality.” In 2003, the provision for loan loss was $602,000. This compares to $573,000
for 2002. We increased the reserve from proceeds received on gains on sales of available for
sale securities and from core earnings. As of December 31, 2003, the total allowance for loan
losses as a percentage of gross loans was 1.30%, which is an increase from the December 31,
2002 measurement of 1.27%.

In 2003, we took advantage of opportunities to realize gains on sales of available-for-sale
securities. This resulted in non-interest income of $254,000 in 2003 versus almost $204,000 in
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2002. With the continued low interest rate environment, issuers of investment securities
exercised their option to call such investment securities. In anticipation of securities being
called, we sold some securities at a gain.

Income tax expense was $496,000 (23.3% of pre-tax net income) for 2003 as compared
to $475,000 (26.8% of pre-tax net income) for 2002. The decrease in the percentage of taxes
compared to pre-tax net income was the result of higher levels of tax exempt interest income we
recognized.

Balance Sheet

Total assets. Total assets on December 31, 2003 were $212.8 million, an increase of
$23.1 million or 12.2% from $189.7 million recorded on December 31, 2002. The increase in
assets was funded by deposit growth, the liquidation of investment securities and our strategy of
borrowing from the Federal Home Loan Bank of New York, as the need arises.

Loans. Gross loans totaled $127.6 million at December 31, 2003, an increase of $29.8
million or 30.4% from the balance of $97.8 million at December 31, 2002. Residential real
estate loans increased $3.5 million or 10.9% due to residential loan refinancing. Commercial
real estate loans and commercial loans increased $10.7 million and $16.0 million or 44.2% and
70.5%, respectively, as a result of expansion into new and existing markets. Consumer loans
decreased $466,000 or 2.5%, primarily the result of competition from non-banking finance
companies.

Loan Quality. Average delinquent loans for the twelve months of 2003 were 1.21%. This
is an improvement from a twelve month average of 1.65% in 2002, Net charge-offs for the year
2003 were $168,000 or 0.16% of average loans outstanding. This compares to net charge-offs of
$356,000 or 0.39% of average loans for 2002. The allowance for loan loss was funded at a [evel
of nearly $1.7 million or 1.30% of year-end loans at December 31, 2003. This compares to a
funding level of $1.2 million or 1.25% of average loans at December 31, 2002. Non-performing
loans totaled $389,000 or 0.30% of total loans outstanding at December 31, 2003. This
compared to a level of $268,000 or 0.28% of loans outstanding at December 31, 2002.

Investments. Holdings of investment securities were $69.6 million at December 31,
2003, a decrease of $7.3 million or 9.5% from the amount at December 31, 2002 of $76.9
million. The decrease resulted from securities that matured, were called, or were sold. The
proceeds from such transactions were not re-invested in securities, but were used to support loan
growth. The carrying value of available-for-sale securities includes net unrealized gains of
$964,782 at December 31, 2003 (reflected as unrealized appreciation of $598,870 in
shareholders’ equity after deferred taxes) as compared to net unrealized appreciation of $2.1
million (§1.2 million net of taxes) at December 31, 2002.

Deposits. Deposits are the major source of funds for lending and investment activities.
Total deposits at December 31, 2003 were $174.2 million, an increase of $18.9 million or 12.2%
over total deposits of $155.3 million at December 31, 2002. Demand (checking) accounts grew
$6.9 million or 16.5%, savings accounts grew $6.7 million or 11.1%, and time (certificates of
deposit and individual retirement accounts) accounts grew $5.3 million or 10.0%. Growth in all
deposit categories was primarily the result of our continued efforts to expand our customer base.
1472628:}
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Borrowings. Total borrowings at December 31, 2003 were $21.7 million, an increase of
$3.8 million or 21.2% over total borrowings at December 31, 2002 of $17.9 million. Increased
borrowings resulted from our need to fund continued loan demand. As of December 31, 2003
we had six advances from the Federal Home Loan Bank of New York totaling $12.6 million,
with interest rates ranging from a low of 1.04% to a high of 4.76%. Also, in 2003 we finalized
financing of $1.0 million through the issuance of trust preferred securities, which for generally
accepted accounting purposes is treated as a borrowing, but for regulatory capital purposes is
treated as Tier I capital.

Shareholders’ Equity. As of December 31, 2003, total shareholders’ equity was $14.8
million, an increase of $818,000 or 5.8% from shareholders’ equity measured on December 31,
2002. Equity grew as a result of earnings growth of $1.63 million and proceeds from the sales of
treasury stock of $239,000, less equity reductions from distributions of dividends to common
shareholders of $404,000 and reduction in unrealized net gain on securities available for sale of
$652,000.

2002 Financial Highlights as compared to 2001 results
Income Statement

Total net after tax income for 2002 was $1.3 million, an increase of $293,000 or 29.3%
from $1.0 million for 2001. The increase in total net income was the result of increases in net
interest income of $855,000, increases in non-interest income of $480,000, and decreases in
income tax expense of $50,000, offset by increases in non-interest expense of $817,000 and
increases in the provision for loan losses (expense) of $275,000. Diluted eamings per share
increased to $1.99 in 2002, a 27.6% increase from $1.56 in 2001.

Net interest income was $6.4 million in 2002. This was an increase of $855,000 or
15.5% from 2001°s $5.5 million. The net interest rate spread for 2002 was 3.71% as compared
to 3.86% for 2001. For 2002, the net interest margin was 4.01% compared to 4.38% for 2001.
Net interest income increased as a result of net growth of interest earning assets and interest
bearing liabilities, which exceeded the effect of declines in interest rates on such assets and
liabilities.

Total interest income increased by $405,000 or 4.5% to $9.4 million for 2002, compared
to 2001°s amount of $9.0 million. The increase was a result of increased average loan and
investment portfolios. The total impact on interest income from these increases was offset by
decreasing interest rates.

Total interest expense decreased by $450,000 or 13.2% to $3.0 million for 2002,
compared to 2001°s total of $3.4 million. Interest expense declined in 2002 even as interest
bearing liabilities grew. This was the result of declining interest rates, which fell throughout
2002 in response to the Federal Reserve Banks’ policy of reducing the discount rate.

Non-interest income increased $480,000 or 43.6% to $1.6 million for 2002, as compared
to $1.1 million for 2001. The increase was the result of fees earned from our customer base,
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realized gains from sales of available-for-sale investment securities, and commissions earned
from sales of brokerage and insurance products.

Non-interest expense increased $817,000 or 17.0% to $5.7 million for 2002, as compared
to $4.8 million for 2001. The largest non-interest expense was for salaries and benefits, which
increased $627,000 or 28.8% due to the addition of administrative and branch personnel, as well
as, increased expenses related to insurance and pension premiums paid by the Bank on behalf of
its employees. Occupancy expenses increased $78,000 or 7.0% primarily the result of our
organizational expansion efforts. Other expenses increased $112,000 or 7.2% as a result of
increased advertising and general expenses related to the growth of the organization.

In 2002, we had a provision for loan loss of $573,000. This compares to $298,000 for
2001. We increased the reserve primarily from gains on sales of available for sale securities, as
well as, core earnings. As of December 31, 2002, the allowance for loan loss as a percentage of
gross loans was 1.27%, which was an increase from the December 31, 2001 measurement of
1.19%.

In 2002, we sold available-for-sale investment securities and realized gains of $204,000,
which was an increase from 2001’s realized gain of $92,000. With declining market interest
rates, the majority of our available-for-sale investment securities were being held at premiums to
book value. We sold some of the securities to realize gains prior to them being called by issuers
and to fund growth in the loan loss reserve. :

Income tax expense for 2002 was $475,000 (26.8% of pre-tax net income) compared to
$525,000 (34.3% of pre-tax net income) for 2001. The reason that our tax obligation fell as our
income rose was due to our efforts to invest in tax-advantaged assets.

Balance Sheet

Total assets. Total assets on December 31, 2002 were $189.7 million, an increase of
$34.4 million or 22.1% from $155.3 million recorded on December 31; 2001. The increase in
assets was funded primarily from deposit growth as a result of increased market penetration by
our banking franchise.

Loans. Gross loans totaled $97.8 million at December 31, 2002, an increase of $12.9
million or $15.2% from December 31, 2001’°s recorded amount of $84.9 million. Residential
real estate loans grew $2.5 million or 8.2% due to marketing efforts for this loan product. This
does not include an additional $6.9 million of residential real estate loans that were originated
and sold to the Federal Home Loan Bank. Commercial real estate and commercial loans
increased $4.3 million and $2.2 million or 21.3% and 10.7%, respectively as we continued to
expand our business lending activities. Consumer loans grew $4.1 million or 28.4% due to our
expanded relationships with quality automotive and boat dealerships in our market areas to
provide loan-underwriting services.

Loan Quality. Average delinquent loans for the twelve months of 2002 were 1.65%. This
is an increase from a twelve month average of .75% in 2001. Net charge-offs for the year 2002
were $356,000 or 0.39% of average loans outstanding. This compares to net charge-offs of
$108,000 or 0.14% of average loans for 2001. Increases in average delinquent loans and net
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charge-offs in 2002 was the result of one problem commercial loan that was identified and
successfully liquidated. The allowance for loan loss was funded at a level of $1.2 million or
1.25% of year-end loans at December 31, 2002. This compares to a funding level of $1.0 million
or 1.19% of average loans at December 31, 2001. Non-performing loans totaled $268,000 or
0.28% of total loans outstanding at December 31, 2002. This compared to a level of $240,000 or
0.28% of loans outstanding at December 31, 2001. '

Investments. Total investment securities were $76.9 million on December 31, 2002, an
increase of $25.8 million or 50.5% from $51.1 million recorded on December 31, 2001. The
increase resulted from the substantial growth in deposits, which out-paced the growth in the loan
portfolio. To maintain necessary liquidity to fund future loan growth, we invested primarily in
short-term US Treasury securities, which grew by $9.9 million or 319.4%, and mortgage-backed
securities, which grew by $12.2 million or 210.3% and produce monthly cash flows. The
carrying value of available-for-sale securities includes net unrealized gains of $2.1 million at
December 31, 2002 (reflected as unrealized appreciation of $1.2 million in shareholders’ equity
after deferred taxes) as compared to net unrealized appreciation of $292,815 ($175,688 net of
taxes) at December 31, 2001.

Deposits. Total deposits at December 31, 2002 were $155.3 million, an increase of $25.2
million or 19.4% from total deposits of $130.1 million at December 31, 2001. Demand
(checking) accounts grew $5.6 million or 15.4%, savings accounts grew $10.4 million or 20.9%,
time accounts grew $9.2 million or 20.9%. Growth in all deposit categories was the result of our
growth in existing and new markets.

Borrowings. Total borrowings at December 31, 2002 were $17.9 million, an increase of
$4.5 million or 33.6% from total borrowings at December 31, 2001. With interest rates at
historically low levels in 2002, we took opportunities to borrow at favorable interest rates. On
December 31, 2002 we had seven outstanding advances from the Federal Home Loan Bank of
New York, which totaled $9.5 million, with interest rates ranging from a low of 1.35% to a high
of 4.76%.

Shareholders’ Equity. As of December 31, 2002, total shareholders’ equity was $14.0
million, an increase of $3.1 million or 28.4% from shareholders’ equity measured on December
31, 2001. Shareholders’ equity grew as a result of earning growth of $1.3 million, additional
paid in capital from shareholders’ conversion of 26,469 warrants into common stock of
$979,000, and the tax affected unrealized market appreciation of investment securities of $1.1
million. Also, in 2002, $265,000 of cash dividends was paid to common shareholders.

Liquidity

Liquidity involves our ability to raise funds to support asset growth, meet deposit
withdrawals and other borrowing needs, maintain reserve requirements and otherwise sustain our
operations. The primary sources of liquidity are cash, the sale or maturity of existing liquid
assets (federal funds sold, securities classified as available-for-sale, loan and mortgage backed
securities, early retirement and loans maturing within one year) as well as the acquisition of
additional funds through liability management. We also from time to time engage in capital
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raising transactions. For more information see “Our Company - Source of Funds™ and “Capital
Management”.

The Bank carefully manages both its short-term and long-term liquidity position. On a
monthly basis, the Bank prepares a one-year forward cash flow report projecting expected
changes in business cash flows (primarily local loans and deposits), funding cash flows (non-
local or large funding maturities) and investing cash flows (sales, maturities, or principal
paydowns). Sources and uses of funds from this report are compared to liquidity reserves (assets
that could be sold or borrowed against) and the capacity to borrow additional funds on an
unsecured basis to confirm that the Bank’s needs are fully covered. This report forms the
foundation of the short and intermediate term liquidity management at the Bank.

Cash flow of $22.5 million was provided by financing activities during 2003, primarily
representing increased deposits and borrowings. Cash flow provided by operating activities,
primarily representing net income and non-cash expenses such as the loan loss provision,
premium amortization on securities and depreciation, totaled $2.8 million. Cash flow used in
investing activities, primarily to purchase investment securities available-for-sale, and to fund
increases in loans, offset somewhat by proceeds from sales of and principal payments received
on investment securities available for sale, totaled $24.5 million in the twelve months ended
December 31, 2003. The net increase in cash and cash equivalents was $0.8 million from $6.7
million at year-end 2002 to $7.5 million at year-end 2003.

Longer-term liquidity management is dependent on properly managing the growth of the
assets and liabilities of the Bank over time. The Bank’s primary use of cash is to fund loans and
to purchase securities available for sale, and the Bank’s primary sources of funds that we use to
make loans and purchase securities are deposits and borrowings. Accordingly, the relationship
between gross loans and total deposits provides a useful measure of our liquidity. Since
repayment of loans tends to be less predictable than the maturity of investments and other liquid
resources, the higher the loan-to-deposit ratio the lower our long-term liquidity. On the other
hand, since we realize greater yields and higher interest income on loans than we do on
investments, a lower loan-to-deposit ratio can adversely affect interest income and earnings. As
a result, management's goal is to achieve a loan-to-deposit ratio that appropriately balances the
requirements of liquidity and the need to generate a fair return on assets. At December 31, 2003,
the ratio of loans-to-deposits (excluding loans held for sale) was 72.9%, compared to 62.7% at
December 31, 2002.

Lyons Bancorp, as parent corporation of the Bank, is a company separate and apart
from the Bank that must provide for its own liquidity. Substantially all of Lyons Bancorp's
revenues are obtained from interest income on investments, because there are statutory and
regulatory provisions that limit the ability of the Bank to pay dividends and to make loans to us.
At December 31, 2003, Lyons Bancorp had nearly $1.0 million of short-term investments.
During 2004, Lyons Bancorp’s expected expenses combined with dividend payments consistent
with our strategic goal to increase our dividend payout ratio can be met from the reserves we
hold. In addition, the proceeds of this offering are expected to be held by Lyons Bancorp
pending investment in the Bank to support its business needs. For more information, see “How
we Intend to Use Proceeds” and “Our Company - Capital Management.”
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We believe that our liquidity is adequate to meet our operating needs and financial
obligations through 2004.

Off-Balance-Sheet Obligations

The Bank is a party to financial instruments with off-balance-sheet risk in the normal
course of business to meet the financing needs of its customers. These financial instruments
include commitments to extend credit and standby letters of credit. Those instruments involve, to
varying degrees, elements of credit risk in excess of the amount recognized in the balance sheet.
The Bank's exposure to credit loss in the event of non-performance by the other party to the
financial instrument for commitments to extend credit and standby letters of credit is represented
by the contractual notional amount of those instruments. The Bank uses the same credit policies
in making commitments and conditional obligations as it does for on-balance-sheet instruments.
See Note N of the Lyons Bancorp "Notes to Consolidated Financial Statements."

The Bank's contingent liabilities and commitments are as follows:

Total Payments Due by Period
at December 31, 2003:

{Dollars in thousands)

Less Than More Than
1 Year 1-3 Years 3-5 Years 5 Years
Consumer Lines of Credit 764 - --- 8,368
Commercial Lines of Credit 16,054 --- - 396
Other Commitments to Make Loans 28,921 - -—- -
Standby Letters of Credit 365 61 — ---
Total 46,104 61 - 8,764
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Critical Accounting Policies, Judgments and Estimates

Our accounting and reporting policies conform with accounting principles generally
accepted in the United States of America and general practices within the financial services
industry. The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and the
assumptions that affect the amounts reported in the financial statements and the accompanying
notes. Actual results could differ from those estimates.

The allowance for loan losses is maintained at a level which, in management’s
judgement, is adequate to absorb credit losses inherent in the loan portfolio. The amount of the
allowance is based on management’s evaluation of the collectibility of the loan portfolio,
including the nature of the portfolio, credit concentrations, trends in historical loss experience,
specific impaired loans, economic conditions, and other risks inherent in the loan portfolio.
Allowances for impaired loans are generally determined based on collateral values or the present
value of estimated cash flows. The allowance is increased by a provision for loan losses, which is
charged to expense, and reduced by charge-offs, net of recoveries. Changes in the allowance
relating to impaired loans are charged or credited to the provision for loan losses. The Bank’s
loans are generally secured by specific items of collateral including real property, consumer
assets, and business assets. In connection with the determination of the estimated losses on loans.
management obtains independent appraisals for significant collateral. The determination of the
adequacy of the allowance for loan losses is based on estimates that are particularly susceptible
to significant changes in the economic environment and market conditions. While management
uses available information to recognize losses on loans, further reductions in the carrying
amounts of loans may be necessary because of uncertainties associated with local economic
conditions, collateral values and future cash flows on impaired loans. In addition, regulatory
agencies, as an integral part of their examination process, periodically review the estimated
losses on loans. Such agencies may require the Bank to recognize additional losses based on their
judgements about information available to them at the time of their examination. Because of
these factors, it is reasonably possible that the estimated losses on loans may change materially
in the near term. However, the amount of the change that is reasonably possible cannot be
estimated.
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SUPERVISION AND REGULATION

Bank holding companies, financial holding companies and national banks are extensively
regulated under both state and federal law. The following is a summary of certain laws and
regulations that affect Lyons Bancorp and the Bank. It is not intended to be an exhaustive
description of the laws and regulations applicable to Lyons Bancorp and the Bank, to the extent
that the following information describes statutory or regulatory provisions, it is qualified in its
entirety by reference to the actual statutes and regulations. Any change in applicable laws or
regulations may have a material effect on our business and prospects and those of the Bank.

Supervision, regulation and examination of Lyons Bancorp and the Bank are designed
primarily for the protection of depositors and not for Lyons Bancorp or its shareholders.

Financial Holding Company Regulation
General

Lyons Bancorp is registered as a financial holding company under the Bank Holding
Company Act of 1956 (the “BHCA”) and the Gramm-Leach-Bliley Act of 1999 (the “GLB
Act”). As such, we are regulated by the Board of Governors of the Federal Reserve System (the
“Federal Reserve Board”). As a financial holding company, we are required to file with the
Federal Reserve Board an annual report and additional information as required by the Federal
Reserve Board pursuant to the BHCA. The Federal Reserve Board makes regular examinations
of us and may make examinations of our subsidiaries.

Investment Activities

The BHCA requires prior approval of the Federal Reserve Board where a financial
holding company proposes to acquire direct or indirect ownership of control of more than 5% of
the voting shares of any bank (unless it owns a majority of such bank’s voting shares) or
otherwise to control a bank or to merge or consolidate with any other financial or bank holding
company.

In November 1999, Congress enacted the GLB Act, which made substantial revisions to
the statutory restrictions separating banking activities from certain other financial activities.
Under the GLB Act, bank holding companies that are well capitalized and well managed and
meet certain other conditions can elect to become “financial holding companies.”

A financial holding company may acquire direct or indirect ownership or control of
voting shares of any company that is engaged directly or indirectly in banking, managing or
controlling banks, or performing services for its authorized subsidiaries. A financial holding
company may also engage in or acquire an interest in a company that engages in activities which
the Federal Reserve has determined by regulation or order to be so closely related to banking as
to be a proper incident to these activities.

Financial holding companies and their subsidiaries are permitted to acquire or engage in
previously impermissible activities such as insurance underwriting, securities underwriting and
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distribution, travel agency activities, broad insurance agency activities, merchant bank and other
activities that the Federal Reserve determines to be financial in nature or complementary to those
activities. In addition, under the merchant banking authority added by the GLB Act and Federal
Reserve regulations, financial holding companies are authorized to invest in companies that
engage in activities that are not financial in nature, as long as the financial holding company
makes its investment with the intention of limiting the investment in duration, does not manage
the company on a day-to-day basis, and the investee company does not cross-market with any of
the financial holding company’s controlled depository institutions. Financial holding companies
continue to be subject to the overall oversight and supervision of the Federal Reserve, but the
GLB Act applies the concept of functional regulation to the activities conducted by subsidiaries.
For example, insurance activities would be subject to supervision and regulation by state
insurance authorities.

Source of Financial Strength

The Federal Reserve Board policy requires that a financial holding company serve as a
source of financial and managerial strength to its subsidiary banks and not conduct its operations
in an unsafe or unsound manner. In addition, it is the Federal Reserve Board’s policy that, in
serving as a source of strength to its subsidiary banks, a financial holding company should stand
ready to use available resources to provide adequate capital funds to its subsidiary banks. This
support may be required during periods of financial stress or adversity, in circumstances where
we might not do so absent such policy. A financial holding company is expected to maintain the
financial flexibility and capital-raising capacity to obtain additional resources for assisting its
subsidiary banks. The failure of a financial holding company to serve as a source of strength to
its subsidiary banks generally would be considered by the Federal Reserve Board to be an unsafe
and unsound banking practice, a violation of Federal Reserve Board regulations, or both.

Transactions With Affiliates

Lyons Bancorp is a legal entity separate and distinct from the Bank. The Bank is subject
to restrictions under federal law which limits the extensions of credit to, and certain other
transactions with, affiliates. Lyons Bancorp and the Bank are subject to Section 23A of the
Federal Reserve Act. Section 23A defines “covered transactions,” which include extensions of
credit, and limits a bank’s covered transactions with any affiliate to 10% of that bank’s capital
and surplus. All covered and exempt transactions between a bank and its affiliates must be on
terms and conditions consistent with safe and sound banking practices, and banks and their
subsidiaries are prohibited from purchasing low-quality assets from the bank’s affiliates. Finally,
Section 23A requires that all of a bank’s extensions of credit to an affiliate be appropriately
secured by acceptable collateral, generally United States government or agency securities.

Bank Regulation
OCC Supervision

The Bank is a national bank and as such is supervised and regularly examined by the
Office of the Comptroller of the Currency (“OCC”). The various laws and regulations
administered by the OCC affect corporate practices such as payment of dividends, incurring debt
and acquisition of financial institutions and other companies, and affect business practices such
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as payment of interest on deposits, the charging of interest on loans, types of business conducted
and location of offices. There are no regulatory orders or outstanding issues resulting from
regulatory examinations of the Bank.

FDIC Insurance Assessments

The Bank’s deposits are insured primarily by the Federal Deposit Insurance
Corporation’s (“FDIC”) Bank Insurance Fund. The Bank is subject to FDIC deposit insurance
assessments. It is possible that insurance assessments could be increased and it is possible that
there may be special additional assessments. Management does not expect such assessments to
materially affect our results of operations.

FDIA/FIRA

Under the Federal Deposit Insurance Act (“FDIA”), the OCC possesses the power to
prohibit institutions regulated by it (such as the Bank) from engaging in any activity that would
be unsafe and unsound banking practice or would otherwise be in violation of law. Moreover,
the Financial Institutions and Interest Rate Control Act of 1978 (“FIRA”) sets forth
circumstances under which officers or directors of a bank may be removed by the institution’s
federal supervisory agency, restricts lending by a bank to its executive officers, directors,
principal shareholders or related interests thereof, restricts management personnel of a bank from
serving as directors or in other management positions with certain depository institutions whose
assets exceed a specific amount or which have an office within a specified geographic area, and
restricts management personnel from borrowing from another institution that has a correspondent
relationship with their bank. Additionally, FIRA provides that no person may acquire control of
a bank unless the appropriate federal supervisory agency has been given 60 days prior written
notice and within that time has not disapproved the acquisition or extended the period for
disapproval.

Fiscal and Monetary Policies

Our operations and those of the Bank are affected not only by general economic
conditions, but also by the economic and monetary policies of various regulatory authorities. In
particular, the Federal Reserve Board regulates money, credit and interest rates in order to
influence general economic conditions. These policies have a significant influence on overall
growth and distribution of loans, investments and deposits, and affect interest rates charged on
loans or paid for time and savings deposits. Federal Reserve Board monetary policies have had a
significant effect on the operating results of commercial banks in the past and are expected to
continue to do so in the future.

Limits on Dividends and Other Payments

Under New York Business Corporate Law, Lyons Bancorp may pay dividends only if it
is not insolvent and the payment would not render it insolvent. “Insolvent” means unable to pay
debts as they become due in the usual course of business. Under the New York Business
Corporate Law, dividends may only be paid out of earned (and, under limited circumstances,
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capital) surplus, and its net assets remaining after the payment of the dividend must be at least
equal to the amount of its state capital.

We expect dividends from the Bank to constitute our major source of funds for servicing
our debt and paying cash dividends on our common stock. Federal statutes, regulations and
policies limit the circumstances under which the Bank may pay dividends, extend credit or
otherwise supply funds to us. For example, as a national bank subject to the jurisdiction of the
Federal Reserve Board and the OCC, the Bank must obtain approval for any dividend if the total
of all dividends declared in any calendar year would exceed the total of its net profits, as defined
by applicable regulations, for that year, combined with its retained net profits for the preceding
two years. Furthermore, the Bank may not pay a dividend in an amount greater than its
undivided profits then on hand after deducting its losses and bad debts, as defined by applicable
regulations. During 2002 and 2003, the Bank did not pay Lyons Bancorp dividends. At
December 31, 2003, the Bank had $3.1 million in retained earnings legally available for the
payment of dividends without regulatory approval.

In addition, the Federal Reserve Board and the OCC are authorized to determine under
certain circumstances that the payment of dividends would be unsafe or unsound practice and to
prohibit payment of such dividends. The payment of dividends that deplete a bank’s capital base
could be deemed to constitute such an unsafe or an unsound practice. The Federal Reserve
Board has indicated that banking organizations should generally pay dividends only out of
current operating earnings.

Capital Requirements

The Federal Reserve Board has published risk-based guidelines for financial holding
companies. The guidelines define the components of capital, categorize assets into different risk
classes and include certain off-balance sheet items in the calculation of nsk-weighted assets.
The minimum ratio of qualified total capital to risk-weighted assets (including certain off-
balance sheet items, such as standby letters of credit) is 8.00%. At least half of the total capital
must be comprised of Tier 1 capital, which includes common equity, retained earnings and a
limited amount of permanent preferred stock, less goodwill. The remainder may consist of Tier
2 capital, which consists of a limited amount of subordinated debt, other preferred stock, certain
other instruments and a limited amount of loan and lease loss reserve. The sum of Tier 1 capital
and Tier 2 capital is “total risk-based capital”.

In addition, the Federal Reserve Board has established a minimum leverage ratio of Tier
1 capital to average quarterly assets less goodwill (“Leverage Ratio”) of 3.00% for financial
holding companies that meet certain specific criteria, including that they have the highest
regulatory rating. All other financial holding companies are required to maintain a Leverage
Ratio of 3.00% plus an additional cushion of at least 1.0% to 2.0%. The guidelines also provide
that banking organizations experiencing internal growth or making acquisitions will be expected
to maintain strong capital positions substantially above the minimum supervisory levels, without
significant reliance on intangible assets. Higher capital may be required in individual cases,
depending upon a financial holding company’s risk profile. All bank holding companies and
banks are expected to hold capital commensurate with the level and nature of their risks,
including the volume and severity of their problem loans. Lastly, the Federal Reserve’s
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guidelines indicate that the Federal Reserve will continue to consider a “Tangible Tier 1
Leverage Ratio,” calculated by deducting all intangibles, in evaluating proposals for expansion
or new activity. The Federal Reserve has not advised us of any specific minimum Leverage
Ratio or Tangible Tier 1 Leverage Ratio.

FDICIA requires the federal banking agencies to take “prompt corrective action” in
respect of depository institutions that do not meet minimum capital requirements. FDICIA
established five capital tiers: “well capitalized,” “adequately capitalized,” “undercapitalized,”
“significantly undercapitalized” and “critically undercapitalized.” A depository institution’s
capital tier will depend upon how its capital levels compare to various measures and certain other
factors, as established by regulation.

The capital measures used by the federal banking regulators are:

o the Total Capital ratio, which is the total of Tier 1 capital and Tier 2 capital;

o the Tier 1 capital ratio; and

e the Leverage Ratio.

Under these regulations, a bank will be:

o “well capitalized” if it has a total capital ratio of 10% or greater, a Tier 1 capital
ratio of 6% or greater, and is not subject to any written agreement, order, capital
directive or prompt corrective action directive by a federal bank regulatory
agency to meet and maintain a specific capital level for any capital measure;

e “adequately capitalized” if it has a total capital ratio of 8% or greater, a Tier 1
capital ratio of 4% or greater and a Leverage Ratio of 4% or greater - or 3% in

certain circumstances - and is not well capitalized;

¢ ‘“‘undercapitalized” if it has a total capital ratio of less than 8% or a Tier 1 capital
ratio of less than 4% - or 3% in certain circumstances;

e ‘“significantly undercapitalized” if it has a total capital ratio of less than 6%, a Tier
1 capital ratio of less than 3%, or a Leverage Ratio of less than 3%; or

e ‘“critically undercapitalized” if its tangible equity is equal to or less than 2% of
average quarterly tangible assets.

The OCC imposes on the Bank the same capital requirements as apply to Lyons Bancorp
under the Federal Reserve Board risk-based guidelines. As of December 31, 2003, all of the
capital ratios of Lyons Bancorp and the Bank exceed the required minimums.

The following table shows the risk-based capital ratios and leverage ratio compared to
regulatory requirements at December 31, 2003:
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Regulatory

Capital Ratio Minimum Lyons Bancorp Bank
Amount Percentage Amount Percentage
Total risk based: 8.00%
Actual $16,911,000 12.51% $15,700,000 11.62%
Minimum required 13,515,000 10.00% 13,513,000 10.00%
Tier 1 risk-based: 4.00%
Actual $15,253,000 11.29% $14,042,000 10.39%
Minimum required 8,109,000 6.00% 8,108,000 6.00%
Leverage ratio: 4.00%
Actual $15,253,000 7.28% $14,042,000 6.72%
Minimum required” 10,483,000 5.00% 10,443,000 5.00%
0] Represents the highest minimum requirement. Financial institutions that are contemplating acquisitions or

are anticipating or experiencing significant growth may be required to maintain a substantially higher
leverage ratio.

Community Reinvestment Act

The Community Reinvestment Act of 1977 requires the OCC to assess the record of all
financial institutions regulated by it to determine if these institutions are meeting the credit needs
of their communities (including low and moderate income neighborhoods) and to take this record
into account in its evaluation of any application made by any such institutions for, among other
things, approval of branch or other deposit facilities, office relocations, and mergers or
acquisitions of bank shares. The CRA does not establish specific lending requirements or
programs for financial institutions, nor does it limit an institution’s discretion to develop the
types of products and services that it believes are best suited to its particular community,
consistent with the CRA. The Financial Institutions Reform, Recovery and Enforcement Act
(see below) amended the Community Reinvestment Act to require, among other things, that the
OCC make available to the public an evaluation of each bank’s record meeting the credit needs
of its entire community, including low and moderate income neighborhoods. This evaluation
includes a rating of “outstanding”, “satisfactory”, “needs to improve” or “substantial
noncompliance” and a statement describing the basis for the rating. In its last examination issued
on June 30, 2003, the OCC assigned a rating of “satisfactory” to the Bank.

In the case of a financial holding company applying for approval to acquire a bank or
other bank holding company, the Federal Reserve will assess the records of each subsidiary
depository institution of the applicant bank holding company, and such records may be the basis
for denying the application. A less than satisfactory CRA rating will slow, if not preclude
expansion of banking activities.

Current CRA regulations rate institutions based on their actual performance in meeting
community credit needs. CRA performance is evaluated by the FDIC, Lyons Bancorp’s primary
federal regulator using a lending test, an investment test, and a service test. The FDIC also will
consider: (a) demographic data about the community, (b) the institution’s capacity and
constraints; (c) the institution’s product offerings and business strategy; and (d) data on the prior
performance of the institution and similarly situated lenders. Financial holding company
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subsidiaries must receive “satisfactory” or better CRA ratings to engage in financial holding
company or subsidiary activities permitted by the GLB Act.

The GLB Act requires banks and their affiliates companies to adopt and disclose privacy
policies, including policies regarding the sharing of personal information they obtain from
customers with third parties.

Financial Institutions Reform, Recovery and Enforcement Act

The Financial Institutions Reform Recovery and Enforcement Act (“FIRREA™) gives
federal banking agencies broader and more stringent enforcement authorities reaching a wider
range of persons and entities. For example, FIRREA (1) increases civil and criminal penalties;
and (2) expands the universe of persons subject to enforcement under FDIA by specifying that an
“institution-affiliated party” subject to enforcement means (a) any director, officer, employee, or
controlling stockholder (other than a bank holding company) of, or agent for, an insured
depository institution; (b) any other person who has filed or is required to file a change-in-
control notice; (c) any shareholder (other than a bank holding company), consultant, joint
venture partner, and any other person as determined by the appropriate federal banking agency
(by regulation or on a case-by-case basis) who participates in the conduct of the affairs of an
insured depository institution; and (d) any independent contractor (including an attorey,
appraiser or accountant) who knowingly or recklessly participates in any violation of any law or
regulation, any breach of fiduciary duty or any unsafe or unsound practice which caused or is
likely to cause more than a minimal financial loss to, or a significant adverse effect on, the
institution.

FIRREA also provides that, in addition to any other rights of the FDIC under applicable
law, a director or officer of a depository institution may be held personally liable for monetary
damages in any action brought by or for the benefit of the FDIC as conservator or receiver,
assigned from the FDIC as conservator or receiver, or assigned in connection with an assistance
transaction, if the director or officer was grossly negligent or engaged in more culpable conduct
(such as intentional malfeasance). This provision preempts any contrary state law, including
presumably, state law provisions designed to impose a lower standard of conduct for the
culpability of corporate directors.

Federal Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”)

In 1991, the Congress enacted the Federal Deposit Insurance Corporation Improvement
Act of 1991 (“FDICIA”). FDICIA substantially revises the depository institution regulatory and
funding provisions of the Federal Deposit Insurance Act and makes revisions to several other
federal banking statutes.

FDICIA requires the federal banking regulators to take prompt corrective action in
respect of depository institutions that do not meet minimum capital requirements. FDICIA
establishes five capital categories: “well capitalized,” ‘“adequately capitalized,”
“undercapitalized,” “significantly undercapitalized,” and “critically undercapitalized.”
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Under the regulations, a “well capitalized” institution has a minimum total capital to total
risk-weighted assets ratio of at least 10%, a minimum Tier I capital to total risk-weighted assets
ratio of at least 6%, a minimum leverage ratio of at least 5% and is not subject to any written
order, agreement, or directive; an “‘adequately capitalized” institution has a total capital to total
risk-weighted assets ratio of at least 8%, a Tier I capital to total risk-weighted assets ratio of at
least 4%, and a leverage ratio of at least 4% (3% if given the highest regulatory rating and not
experiencing significant growth), but does not qualify as “well capitalized” An
“undercapitalized” institution fails to meet any one of the three minimum capital requirements.
A “significantly undercapitalized” institution has a total capital to total risk-weighted assets ratio
of less than 6%, a Tier I capital to total risk-weighted assets ratio of less than 3% or a Tier I
leverage ratio of less than 3%. A “critically undercapitalized” institution has a Tier I leverage
ratio of 2% or less. Under certain circumstances, a “well capitalized,” “adequately capitalized” or
“undercapitalized” institution may be required to comply with supervisory actions as if the
institution was in the next lowest capital category. The Bank is currently classified by the FDIC
as “well capitalized”.

FDICIA generally prohibits a depository institution from making any capital distribution
(including payment of dividend) or paying any management fee to its holding company if the
depository institution would thereafter be undercapitalized.  Undercapitalized depository
institutions are also subject to restrictions on borrowing from the Federal Reserve System. In
addition, undercapitalized depository institutions are subject to growth and activity limitations
and are required to submit “acceptable” capital restoration plans. Such a plan will not be
accepted unless, among other things, the depository institution’s holding company guarantees the
capital plan, up to an amount equal to the lesser of five percent of the depository institution’s
assets at the time it becomes undercapitalized or the amount of the capital deficiency when the
institution fails to comply with the plan. The federal banking agencies may not accept a capital
plan without determining, among other things, that the plan is based on realistic assumptions and
is likely to succeed in restoring the depository institution’s capital. If a depository institution
fails to submit an acceptable plan, it is treated as if it is significantly undercapitalized and may be
placed into conservatorship or receivership.

Significantly undercapitalized depository institutions may be subject to a number of
requirements and restrictions, including orders to sell sufficient voting stock to become
adequately capitalized, more stringent requirements to reduce total assets, cessation of receipt of
deposits from correspondent banks, further activity restricting prohibitions on dividends to the
holding company and requirements that the holding company divest its bank subsidiary, in
certain instances. Subject to certain exceptions, critically undercapitalized depository institutions
must have a conservator or receiver appointed for them within a certain period after becoming
critically undercapitalized.

Consumer Regulations

Interest and certain other charges collected or contracted for by Lyons Bancorp are
subject to state usury laws and certain federal laws concerning interest rates. Lyons Bancorp’s
loan operations are also subject to certain federal laws applicable to credit transactions, such as:
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o the federal Truth-In-Lending Act governing disclosures of credit terms to
consumer borrowers;

o the Home Mortgage Disclosure Act of 1975 requiring financial institutions to
provide information to enable the public and public officials to determine whether
a financial institution is fulfilling its obligation to help meet the housing needs
and the community it serves;

e the Equal Credit Opportunity Act prohibiting discrimination on the basis of race,
creed or other prohibited factors in extending credit;

e the Fair Credit Reporting Act of 1978 governing the use and provision of
information to credit reporting agencies;

e the Fair Debt Collection Act governing the manner in which consumer debts may
be collected by collection agencies; and

o the rules and regulations of the various federal agencies charged with the
responsibility of implementing such federal laws.

USA Patriot Act of 2001

In October 2001, the USA Patriot Act of 2001 was enacted in response to the terrorist
attacks in New York, Pennsylvania and Washington D.C. which occurred on September 11,
2001. The Patriot Act is intended to strengthen U.S. law enforcement's and the intelligence
communities' abilities to work cohesively to combat terrorism on a variety of fronts. The
potential impact of the Patriot Act on financial institutions of all kinds is significant and wide
ranging. The Patriot Act contains sweeping anti-money laundering and financial transparency
laws and imposes various regulations, including standards for verifying client identification at
account opening, and rules to promote cooperation among financial institutions, regulators and
law enforcement entities in identifying parties that may be involved in terrorism or money
laundering.

International Money Laundering Abatement and Financial Anti-Terrorism Act of 2001

As part of the USA Patriot Act, Congress adopted the International Money Laundering
Abatement and Financial Anti-Terrorism Act of 2001 (“IMLAFATA”). IMLAFATA amended
the Bank Secrecy Act and adopted certain additional measures that increase the obligation of
financial institutions, including Lyons Bancorp and the Bank., to identify their customers, watch
for and report upon suspicious transactions, respond to requests for information by federal
banking regulatory authorities and law enforcement agencies, and share information with other
financial institutions. The Secretary of the Treasury has adopted several regulations to
implement these provisions. Lyons Bancorp is also barred from dealing with foreign "shell"
banks. In addition, IMLAFATA expands the circumstances under which funds in a bank account
may be forfeited. IMLAFATA also amended the BHC Act and the Bank Merger Act to require
the federal banking regulatory authorities to consider the effectiveness of a financial institution's
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anti-money laundering activities when reviewing an application to expand operations. Lyons
Bancorp has in place a Bank Secrecy Act compliance program.

Future Legislation and Regulatory Initiatives

In recent years, significant legislative proposals and reforms affecting the financial
services industry have been discussed and evaluated by Congress and certain of these proposals,
such as the Financial Services Modernization Legislation, have been enacted into law. For
example, on July 23, 2002, the U.S. Treasury Department proposed regulations requiring
institutions to incorporate a customer identification program into their written money laundering
plans that would implement reasonable procedures for:

s verifying the identity of any person seeking to open an account, to the extent
reasonable and practicable;

¢ maintaining records of the information used to verify the person's identity; and

e determining whether the person appears on any list of known or suspected
terrorists or terrorist organizations.

It is likely that additional legislation will be considered by Congress that, if enacted,
could have a significant impact on the operations of banks and bank holding companies,
including Lyons Bancorp and the Bank.
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TAXATION

If you are subject to United States federal income tax, generally you will recognize
capital gain or loss when you sell the shares of stock or the warrants which you purchase in this
offering. The gain or loss will be equal to the difference between your tax basis in the shares or
warrants and the amount you receive for them. The gain or loss will be long term if you hold the
shares or warrants for more than 12 months.

Your tax basis in the shares and warrants purchased in the offering will be the amount
you paid for units, divided between shares and warrants according to their respective fair market
values. We have not divided the sales price of units between the amount allocable to shares and
the amount allocable to warrants. After the offering closes, and before June 30, 2003, we will
send to each person who purchases units our estimate of the tax basis of each share and warrant
at the time of the closing.

If you exercise warrants, your tax basis in the shares purchased will be the exercise price
of § per share plus your tax basis in the warrants exercised.

If you let your warrants expire unexercised, you will recognize a long-term capital loss
equal to your tax basis in the warrants.

This summary is based on the United States Internal Revenue Code of 1986, as amended
to the date of this Offering Circular. It does not address the consequences to certain specialized
classes of taxpayers such as certain financial institutions, insurance companies, dealers in
securities or foreign currencies, or United States persons whose functional currency (as defined
in Section 985 of the Code) is not the United States dollar. Persons considering the purchase of
units should consult their tax advisors regarding the application of the United States and other
income tax laws to their particular situations.
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Directors

Our Board of Directors currently consists of 9 persons.

MANAGEMENT

In accordance with the our

bylaws, our Board is divided into three classes as nearly equal in number as possible. The
members of each class are elected for a term of three years with one class of directors elected
annually.

Each of our directors is also a director of the Bank. The following table sets forth certain
information with respect to our directors:

Name & Age

David Breen, Ir.
Age 46

James Homburger
Age 56

Theodore Marshall
Age 62

Clair J. Britt, Jr.
Age 41

Andrew Fredericksen
Age 48

Anthony Paliotti
Age 82

James Santelli
Age 55

Robert Schick
Age 54

John Werner, Jr.
Age 63

Term Expires
2004

2004

2004

2005

2005

2005

2006

2006

2006

Our Executive Officers and Those of the Bank

executive officer holds office at the discretion of the Board of Directors.
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Director Since

1999

1995

1995

2001

2003

1974

1988

1998

1979

The following table sets forth certain information about our executive officers and those
of the Bank. Each executive officer is elected by our Board of Directors and the Bank and each
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Name and Age Position with Lyons Bancorp Position with the Bank

Robert A. Schick President President and Chief Executive Officer
Age 54

Clair J. Britt, Jr. n/a Senior Executive Vice President and
Age 41 Senior Lending Officer

Kenneth M. Burt Treasurer Vice-President and Chief Financial
Age 34 Officer

Anthony J. Cataldi n/a Senior Vice President - Operations
Age 32

Business Experience of Directors and Executive Officers

The following is a brief description of the principal occupation and business experience
of each of our directors and executive officers and those of the Bank for the last 5 years.

Robert A. Schick (Director; President and CEO). Mr. Schick has been a Director and
President of Lyons Bancorp since January 1998 and President and Chief Executive Officer of the
Bank since January 1998. Mr. Schick also serves as Executive Vice President of LNB Life
Agency, Inc. Mr. Schick was hired by the Bank in September 1994 and served as Vice Prestdent
and Chief Financial Officer until he assumed the position of President and Chief Executive
Officer in January 1998.

Clair J. Britt, Jr. (Director; Executive Vice President and Senior Lending Officer).
Mr. Britt has been employed by the Bank as Executive Vice President and Senior Lending
Officer since May 1998. He is also President of Lyons Realty Associates Corp. Prior to May
1998, Mr. Britt was employed as Senior Vice President of the National Bank of Geneva.

Kenneth Burt (Treasurer; Senior Vice-President and Chief Financial Officer). Mr. Burt
was elected Treasurer of Lyons Bancorp in January 2004. Mr. Burt has served as Vice-President
and Chief Financial Officer of the Lyons National Bank since 2001. Prior to that position he was
Assistant Vice-President and Auditor for the Lyons National Bank since 1998. Mr. Burt became
Treasurer of Lyons Realty Associates Corp. upon its formation in 2001. Mr, Burt became
Treasurer of LNB Life Agency, Inc. upon its formation in 2003.

Anthony J. Cataldi (N/A; Senior Vice President - Operations). Mr. Cataldi has been the
Bank’s Vice President - Operations since January, 2004. He also has served as President of LNB
Life Agency, Inc. since 2002. Prior to working with the Bank, Mr. Cataldi served as Manager of
Business Analysis for Baker & Taylor, Inc., from 2001 to 2002, and as financial analyst for
Accenture in 2001. Mr. Cataldi was the Chief Financial Officer for the Bank from 1999 to 2000.

David Breen, Jr. (Director). Mr. Breen is Vice President of three retail supermarkets in
Newark, Palmyra and Williamson, New York, which he co-owns and manages.
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Andrew Fredericksen (Director). Mr. Fredericksen is a certified public accountant and
principal in the accounting firm of Goldstein, Fredericksen, Sirianni & Fuller, LLP, which has
offices in Rochester, New York and Geneva, New York.

James A. Homburger (Director). Mr. Homburger is a real estate broker and the owner of
Performance Properties and is a partner in Silver Hills Associates, in Newark, New York.

Theodore Marshall (Director). Mr. Marshall is President and Chief Executive Officer of
Marshall Family Associates, LLC, an owner of commercial real estate in Central New York,
Marshall Brothers, Inc., which owns and operates a chain of "Pit Stop" convenience stores
throughout Central New York, Patriot Tank Lines, Inc., an independent petroleum broker, and E.
& V. Energy, Inc., a fuel oil distributing concern, all of which are located in Weedsport, New
York.

Anthony Paliotti (Director). Until his retirement in 1983, Mr. Paliotti owned and
operated a retail shoe store in Lyons, New York.

James E. Santelli (Director). Mr. Santelli is the co-owner of Santelli Lumber Company
with stores in Lyons and Palmyra, New York.

John J. Werner, Jr. (Director). Until his retirement in 1997, Mr. Werner was President
and Chief Executive Officer of The Lyons National Bank and President of Lyons Bancorp.

Director Compensation

Directors, other than those employed by the Lyons Bancorp or any of its subsidiaries in
other capacities, receive a fee of $600 for each Board meeting and $150 for each committee
meeting. Directors who are also officers of Lyons Bancorp or any of its subsidiaries receive no
compensation for attendance at a Board or Committee meeting.

Executive Compensation

The following table sets forth the total compensation for services in all capacities paid by
us and the Bank to our Chief Executive Officer and Executive Vice President. Other than
Messrs. Schick and Britt, no other executive officers’ individual annual salary and bonus
exceeded $100,000 in 2003.

Long Term
Compensation
Name and Other Annual Restricted All Other
Principal Position Year Annual Compensation Compensation Stock Award(s)® Compensation
Salary Bonus

Robert A. Schick, President 2003 $142,1150 $20,000 $4,095® $4,500 $5,885%)
and CEO 2002 127,936 10,000 0 $4,200 5,754®

2001 118,111 10,000 0 $3,600 4,776%
Clair J. Britt, Jr. 2003 104,766 19,780 0 $4,500 4,923®
Executive Vice President 2002 96,865 10,000 0 4,200 5,008

2001 92,000 10,000 0 3,600 4,599
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) Includes compensation of $32,500, $30,000 and $25,461 in 2003, 2002 and 2001, respectively, for which payment was deferred
pursuant to a non-qualified deferred compensation arrangement with Mr. Schick under his employment agreement, until such time that
Mr. Schick retires or leaves the employment of the Company.

@) Represents the dollar value of the difference between the price paid for common stock purchased from Lyons Bancorp under a
deferred compensation arrangement under his employment agreement, and the fair market value of the common stock at the date of
purchase based on the last bid price for the stock reported for such date.

3) Includes 401(k) contributions by Lyons Bancorp for Mr. Schick in the amounts of $4,898, $4,831 and $4,534 in 2003, 2002 and 2001,
respectively. Also includes premiums in the amounts of $987.50, $923.00 and $242.50 in 2003, 2002 and 2001, respectively, paid
with respect to insurance on the life of Mr. Schick with a third party other than the Company as beneficiary.

“) Includes 401(k) contributions by Lyons Bancorp for Mr. Britt in the amounts of $4,693, $4,785 and $4,509 in 2003, 2002 and 2001,
respectively. Also includes premiums paid on life insurance policies in the amounts of $230.00, $223.00 and $90.00 in 2003, 2002
and 2001, respectively, paid with respect to insurance on the life of Mr. Britt with a third party other than the Company as beneficiary.

Retirement Contributions
Supplemental Retirement Benefit Plan

The Bank sponsors a director’s Supplemental Retirement Defined Benefit Plan for
directors. The Plan allows directors to select the type of benefit he wishes to receive, either
retirement benefit or a long-term care benefit. The Plan is intended to be an unfunded non-
qualified benefit plan under ERISA. We have provided for payment of the defined benefit with
the purchase of annuities. The Plan also permits directors to defer payment of their directors’
fees.

Executive Supplemental Retirement Plan

The Bank sponsors an Executive Supplemental Retirement Plan for certain of our
executive officers. The Plan provides retirement benefits to supplement the benefits provided to
executives under the Bank’s Pension Plan and 401(k) Plan. The Plan also provides split dollar
life insurance benefits with a portion to be paid to the executive’s designated beneficiary and
another portion to be paid to the Bank, and disability and long-term care benefits to the
executives. The Plan is intended to be an unfunded, non-qualified benefit plan under ERISA.
We have provided for the payment of the benefits under the Plan with the purchase of annuities.

Board Compensation Committee Report on Executive Compensation

The Personnel Committee makes recommendations to the Board regarding the
compensation level for all the Bank’s officers. The committee reviews national salary surveys
compiled by independent sources of the banking industry for similar banks based on asset size
and geographic area. This information is used together with other factors including experience,
internal salary structure and performance in determining compensation levels. The Committee
reviews the compensation levels of all officers on an annual basis.
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Employment Agreements with Certain Executive Officers

Robert A. Schick. On February 19, 2004, we entered into an Employment Agreement
with Mr. Schick on the following terms. The agreement provides a term of seven years and four
months, expiring May 31, 2011. Effective June 1, 2009, the agreement contemplates that Mr.
Schick would retire as President and Chief Executive Officer of Lyons Bancorp and the Bank,
and become Chairman of Lyons Bancorp. The agreement provides for an annual base salary of
$125,000, plus an annual 5% cost of living increase. Mr. Schick is also eligible to receive an
annual bonus in the discretion of the Board. Mr. Schick is entitled to deferred compensation in
the amount of $35,000 in 2004 and increased in each subsequent year by $5,000 to reflect the
cost of living adjustment. The entire amount of the deferred compensation will be credited to
stock of Lyons Bancorp purchased at the price as last reported in the market in which our stock
trades as of December 31 of the prior year. The benefits would vest upon his death, termination
of employment, retirement, termination of the Agreement or a “Change in Control” as defined in
the Agreement.

Between January 1, 2004 and December 31, 2009, in the event Mr. Schick’s employment
is terminated without cause under the Agreement he is entitled to a payment of 1.9 times the sum
of his then current annual base salary plus deferred compensation. After December 31, 2009 but
prior to his retirement, in the event that Mr. Schick is terminated without cause under the
Agreement, he is entitled to a payment of 1 times the sum of the remaining annual salaries and
deferred compensation as defined in the agreement.

Clair J. Britt, Jr. On February 19, 2004, the Bank entered into an employment agreement
with Mr. Britt on the following terms. The agreement provides for a five year term and a
$110,000 base salary, plus an annual increase at the discretion of the Board. It provides for an
annual bonus at the discretion of the Board. Mr. Britt would also be entitled to deferred
compensation in the amount of $10,000 in 2004 and annual increases as determined by the
Board. The deferred compensation amount is to be credited to the stock of Lyons Bancorp
purchased at the price as last reported in the market in which our stock trades as of December
31% of the prior year. This stock will vest on the earlier of his death, termination of employment,
retirement, termination of the Agreement, or a “Change in Control™ as defined in the Agreement.

Change of Control Provision in Employment Agreements

Each of Messrs. Schick’s and Britt’s employment agreements and proposed employment
agreements provide that any time within three years of the event of a change of control the
executive may terminate his employment and within 30 days of termination, receive a payment
equal to the lesser of six times the executive’s annual salary, or the maximum amount which
would be permitted under Internal Revenue Code Section 280G which will not result in the
imposition of the 20% excise tax. Also, within 30 days of the executive’s termination, all
deferred compensation including full funding of any deferred compensation that would be owed
to the executive upon completion of the calendar year in which the termination occurred will be
paid to the executive. Finally, the executive shall be entitled to benefits continuation for a period
of two years following termination. Under these agreements, a change of control shall be
deemed to have occurred if any of the following occur:

{472628:}
-87-



114

e any person or group becomes the beneficial owner of 35% or more of either the
then outstanding shares of our common stock or the combined voting power of
our then outstanding voting securities entitled to vote generally in the election of
directors, or

e as a result of a tender offer, merger, business combination or contested election,
the persons who were directors of the Lyons Bancorp cease to constitute a
majority of the Board, or

o Lyons Bancorp or the Bank is merged with another entity in a transaction in
which less than 65% of the voting securities of the resulting entity are held by our
former shareholders, or

¢ we transfer substantially all of its assets to another corporation.

Restricted Stock Plan

Our Restricted Stock Plan is intended to provide a means whereby we may attract and
retain qualified individuals and motivate them to exercise their best efforts on behalf of us and
our subsidiaries. 10,000 shares are available for awards under the Plan, as determined by the
Board of Directors, none of which have been granted to date. The Board shall establish one or
more restrictive periods with respect to the shares covered by an award during which time none
of the shares may be transferred expect upon death to a designated beneficiary. All employees
and non-employee directors of Lyons Bancorp and our subsidiaries are eligible to receive awards
under the Board. The Board has the authority to determine the consideration to be given for a
stock award, which shall not be less than the par value of such shares, but which may be less
than the fair market value of the shares at the time of grant. Consideration may also be in the
form of past services rendered.

Pension Plan

The Bank has a pension plan which conforms to the requirements of the Employee
Retirement Income Security Act of 1974. All employees who are 21 years of age or older,
become participants in the plan on the 1% of the month which coincides with or next follows the
completion of one year of eligibility service. It provides for full vesting upon 5 years of
participation, and contains provisions which permit early retirement within 10 years prior to the
normal retirement date for participants with at least 10 years of credited service. The plan
requires no contribution from participants, covers all eligible employees, provides for normal
retirement at age 65, and is qualified under section 401(a) of the Internal Revenue Code. As of
October 31, 2003, the date of the last Actuarial Valuation Report, there were 65 active
participants, 10 participants and beneficiaries entitled to a deferred pension benefit, and 21
retirees and beneficiaries receiving pension benefits. A participant’s normal retirement benefit is
an annual pension benefit commencing on his normal retirement date in an amount equal to
1.75% of his average annual compensation, multiplied by creditable service up to 35 years, plus
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1.25% of his average annual compensation, multiplied by creditable service in excess of 35 up to
5 years, minus .49% of his final average compensation multiplied by creditable service up to 35
years. Average annual compensation is the highest 5 consecutive calendar years in all years of
creditable service. Final average compensation is the highest 3 consecutive calendar years in all
years of creditable service. Mr. Schick has 9 years of credited service and Mr. Britt has 5 years
of credited service under the plan.

401(k) Savings Plan

The Bank amended its 401(k) savings plan effective January 1, 2002. Employees who
have attained the age of 21 and have completed three months of creditable service are eligible to
become participants in the plan. Participants in the plan are permitted to make elective deferrals
of up to the maximum percentage of compensation and dollar amounts allowable by law each
year. Currently, the Bank contributes a discretionary match of 75% of the participant’s
contribution, up to 6% of the participant’s annual compensation. Participants are 100% vested in
the Bank’s discretionary match after 6 years of participation in the plan.

Certain Transactions with Directors and Officers

Certain of our directors and officers and those of the Bank, members of their families and
companies or firms with which they are associated, are customers of the Bank and have banking
transactions and other transactions with the Bank in the ordinary course of business. All loans
and commitments to loan included in such transactions were made on substantially the same
terms, including interest rates and collateral, as those prevailing at the time for comparable
transactions with other persons and, in the opinion of management, did not involve more than a
normal risk of collectibility or present other unfavorable features. None of such loans
outstanding to our directors or officers, members of their families or firms with whom our
directors or officers are associated were non-performing as of December 31, 2003. Maximum
credit exposure to all of our directors and executive officers and those of the Bank amounted to
$4.1 million at December 31, 2003.

Security Ownership of Certain Beneficial Owners and Management

The following table sets forth, as of February 10, 2004, certain information regarding the
beneficial ownership of Common Stock by (1) each of our directors and named executive
officers, (2) each person known by us to own beneficially more than 5% of the common stock,
and (3) all of our directors and executive officers as a group.
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Name and Principal
Address of Beneficial Owner

Robert A. Schick (Director and President)
The Lyons National Bank

35 William Street

Lyons, New York 14489

Clair J. Britt, Jr. (Director)
The Lyons National Bank
35 William Street

Lyons, New York 14489

David J. Breen, Jr. (Director)
Breen Fam, Inc.

P.O. Box 96

Williamson, New York 14589

Albert O. Fenvessey
22 Ramsey Park
Rochester, New York 14610

James A. Homburger (Director)
305 East Avenue
Newark, New York 14513

Theodore Marshall (Director)
2776 Marshall Street
Weedsport, New York 13166

Anthony Paliotti (Director)
31 Culver Street
Lyons, New York 14489

Philip L. Paliotti
40 Dickerson Street
Lyons, New York 14489

James E. Santelli (Director)
2096 Warncke Road
Lyons, New York 14489

John J. Werner, Jr. (Director)
9469 Bridger Lane
North Rose, New York 14516

Andrew Fredericksen (Director)
426 Washington Street
Geneva, New York 14456

Estate of William Gavitt
P.O. Box 96
Lyons, New York 14489

Amount and Nature
of Beneficial Ownership

Amount Percent
13,500 1.91%
2,702 0.38%
800 0.11%
40,680 5.75%
13,000 1.84%
20,360% 2.88%
41,400 5.86%
57,600 8.15%
16,332 2.31%
51,640 7.31%
70,280 9.94%
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All Directors and Executive Officers 176,934 25.03%
as a Group

(1) Includes 9,000 shares held by Margaret Homburger, over which Mr. Homburger disclaims beneficial
ownership.

(2) Includes 12,000 shares held by the Marshall Family Associates, LLC, over which Mr. Marshall disclaims
beneficial ownership.

The directors and executive officers as a group have indicated to us that they intend to
order approximately 7,000 units in this offering. These intentions are not binding commitments
and could change depending upon individual circumstances and units available in the offering.
Assuming the purchase of the units indicated by directors and executive officers at this time,
such persons would beneficially own as a group approximately 21.3% of the common stock
outstanding after the closing, assuming 100% of the units are sold and no warrants are exercised.
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DESCRIPTION OF SECURITIES

The following information concerning our common stock and the warrants summarizes
provisions of our Certificate of Incorporation and Bylaws and statutes regulating the rights of
holders of our common stock and warrants. This information is not a complete description of
these matters and is qualified in all respects by the actual provisions of our Certificate of
Incorporation and Bylaws and the corporate laws of the State of New York.

General

Our Certificate of Incorporation authorizes us to issue 2,000,000 shares of common stock
having a par value of $0.50 per share. At January 31, 2004, we had issued and outstanding
706,676 shares of common stock and 10,000 shares reserved for future awards under our
Restricted Stock Plan and 1,875 shares for future issuances under executive employment
agreements.

The units, common stock and warrants of Lyons Bancorp, Inc. represent
nonwithdrawable capital, are not accounts of an insurable type, are not insured by the
FDIC and are not guaranteed by us or the Bank.

Units

We are offering for sale up to 80,000 units, with each unit consisting of one share of our
common stock and one warrant to purchase one share of our common stock. The common stock
and warrants that constitute units will separate upon issuance.

Common Stock

Each share of the common stock has the same relative rights as, and will be identical in
all respects with, each other share of common stock.

Dividends. We can pay dividends if, as and when declared by our board of directors,
subject to compliance with limitations which are imposed by law. See “Our Policy Regarding
Dividends.” The holders of our common stock are entitled to receive and share equally in any
dividends declared by our Board of Directors out of legally available funds.

Voting Rights. The holders of our common stock possess exclusive voting rights in
Lyons Bancorp. Each share of common stock entitles the holder to one vote. A shareholder will
not have any right to cumulate votes in the election of directors. As a result, the holders of more
than 50% of our outstanding common stock voting in the election of directors, subject to the
voting rights of any preferred shares then outstanding, can elect all of the directors then standing
for election, if they choose to do so. In this event, the holders of the remaining less than 50% of
the shares voting for election of directors are not able to elect any person or persons to our Board
of Directors. Our shareholders may remove directors with or without cause by majority of the
votes cast.
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The approval of any business combination, including any merger, exchange offer or sale
of all or substantially all of our assets, requires the affirmative vote of the holders of two-thirds
of our outstanding common stock.

Liquidation. In the event of any liquidation, dissolution or winding-up of the Bank, we,
as holder of the Bank’s common stock, have the right to receive, after payment or provision for
payment of all debts and liabilities of the Bank, including all deposit accounts and accrued
interest thereon, all assets of the Bank available for distribution. In the event we liquidate,
dissolve or wind-up, the holders of our common stock have the right to receive, after payment or
provision for payment of all our debts and liabilities, all of our assets available for distribution.

Rights to Buy Additional Shares. Holders of our common stock do not have preemptive
rights with respect to the issuance of additional shares. A preemptive right is a priority right to
buy additional shares if we issue more shares in the future. Our common stock is not subject to
redemption.

Warrants

Each unit sold in the offering shall include one warrant, entitling the unit holder to
purchase, on or before June 30, 2006, or until such later date as we may set, in our sole discretion
upon written notice to the warrant holders, one share of our common stock at a purchase price of
$_ per share. The number of shares of our common stock issuable upon exercise of the
warrants and the exercise price are subject to adjustment in the event of certain limited
circumstances, including stock splits and stock dividends that affect the number of outstanding
shares of common stock. Any warrant not exercised on or before the expiration date will not be
exercisable.

We will deliver to each holder of units a warrant certificate that sets forth the total
number of warrants owned by the holder. Thereafter, warrant certificates may be exchanged for
new certificates of different denominations, and may be exercised or transferred by presenting
the certificate at our main office. If a market for the warrants develops, holders may sell their
warrants instead of exercising them to the extent that the holder demonstrates to our satisfaction
that the transfer is permitted without registration or qualification under applicable securities
laws.

However, there can be no assurance that a market for the warrants will develop or, if
developed, will continue.

Each warrant may be exercised by its holder, on or before June 30, 2006, by surrendering
at our main office the warrant certificate, with the form of election to purchase on the reverse
side properly completed and executed, together with payment of the exercise price. The warrants
may be exercised in whole or in part. The warrants are exercisable only to the extent that we
may issue the underlying securities without registration or qualification under the securities laws
of the jurisdiction of which the holder is a resident at the time of exercise. You also agree to the
placement of any restrictions on transfer on our common stock issued on the exercise as required
by such jurisdiction. If less than all of the warrants evidenced by the warrant certificate are
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exercised, a new warrant certificate will be issued for the remaining number of warrants. See the
“Form of Warrant Certificate” attached hereto as Exhibit A.

Warrant holders do not have the rights and privileges of holders of our common
stock.

TRANSFER AGENT AND REGISTRAR
The transfer agent and registrar for our common stock and warrants is the Bank.

DISCLOSURE OF COMMISSION POSITION ON
INDEMNIFICATION FOR SECURITIES ACT LIABILITIES

Our certificate of incorporation permits us to indemnify our officers and directors against
various liabilities to the full extent permitted under New York law. Sections 721 through 726,
inclusive, of the Business Corporation Law of New York (“BCL”) authorize New York
corporations to indemnify their officers and directors under certain circumstances against
expenses and liabilities incurred in legal proceedings involving such persons because of their
being or having been officers or directors. We believe that these provisions will facilitate our
ability to continue to attract and retain qualified individuals to serve as our directors and officers.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 (the
“Act”) may be permitted to our directors, officers and controlling persons pursuant to the
foregoing provisions, or otherwise, we have been advised that, in the opinion of the Securities
and Exchange Commission, such indemnification is against public policy as expressed in the Act
and 1s, therefore, unenforceable.
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CERTAIN RESTRICTIONS ON ACQUISITION OF LYONS BANCORP, INC.

Our Certificate of Incorporation and Bylaws contain provisions that may be deemed to
affect the ability of a person, firm or entity to acquire us. The following is a summary of those
provisions. However, this summary is qualified in its entirety by reference to our actual
Certificate of Incorporation and Bylaws.

Certificate of Incorporation

Our Certificate of Incorporation requires, under certain circumstances, an affirmative
vote by the holders of 80% of our outstanding common stock for the approval of certain business
transactions with related persons. Our certificate of incorporation defines a related person as an
individual or entity that owns at least 10% of our outstanding stock: (a) at the time the agreement
providing for the transaction is entered into; (b) at the time a resolution approving the transaction
was adopted by our Board of Directors; or, (c) as of the record date for the determination of our
shareholders entitled to notice of and to vote on, or consent to, the transaction.

The business transactions requiring the 80% vote approval include:

the merger of Lyons Bancorp or the Bank with a related person;

. the sale of Lyons Bancorp’s stock or the Bank’s stock to a related person;

. the sale or lease of a substantial part of Lyons Bancorp’s or the Bank’s assets to a
related person;

o the sale of all of or a substantial part of the assets of a related person to Lyons
Bancorp or the Bank;

o the recapitalization or reclassification of Lyons Bancorp’s stock that would have

the effect of increasing the voting power of a related person; or
. the liquidation, spin-off, split-up, or dissolution of Lyons Bancorp.

Our certificate of incorporation sets forth certain circumstances where an 80% vote for
the above-mentioned transactions is not required. The 80% voting requirement is not applicable
if the transaction is approved by at least two-thirds vote of continuing directors, and the
continuing directors constitute at least a majority of our entire Board of Directors. The
certificate of incorporation defines a continuing director as a director who either was a member
of our Board of Directors prior to the time the related person became a related person or who
subsequently became a director and whose election or nomination for election by our
shareholders, was approved by a vote of at least three-quarters of the continuing directors then on
our Board of Directors.

Further, the 80% voting requirement is not required if all of the following conditions are
satisfied:
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J The business transaction is a merger and the consideration to be received per
share by our shareholders is at least equal in value to the related person’s highest
purchase price;

. After the related person becomes the owner of at least 10% of our stock and prior
to the consummation of the business transaction, the related person has not
become the owner of any additional shares of stock except: (a) as part of the
transaction which resulted in the related person becoming the owner of at least
10% of our stock; or (b) as a result of a pro rata stock dividend or stock split; and

. Prior to the consummation of the business transaction, the related person shall not
have, directly or indirectly: (a) received the benefit (except proportionately as a
shareholder) of any loan, advances, guarantees, pledges, or other financial
assistance or tax credits provided by Lyons Bancorp or the Bank; or (b) caused
any material change in our business or equity capital structure, including issuance
of shares of our capital stock to any third party.

For purposes of the above, our certificate of incorporation defines highest purchase price
as the highest amount of consideration paid by the related person for a share of our stock within
two years prior to the date the related person became the owner of at least 10% of our stock.

Our Certificate of Incorporation also states when our Board of Directors considers a
proposed business transaction, the Board, in addition to considering the adequacy of the amount
to be paid in connection with the transaction, shall consider other facts that are deemed relevant
including:

. The social and economic effects of the transaction on us and the Bank and the
Bank’s employees, depositors, loan and other customers, creditors and other
elements of the communities in which we and the Bank operate and are located,;

. The business and financial conditions and earnings prospects of the individual or
entity proposing the business transaction, including, debt service and other
existing or likely financial obligation of the individual or entity, and the possible
effect of such conditions upon us, the Bank and other elements of the
communities in which we and the Bank operate or are located; and

. The competence, experience, and integrity of the individual or entity proposing
the business transaction and its or their management.
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Bylaws

Our Bylaws provide for the election and term of directors. Our directors are divided into
three classes with the term of office for one class expiring each year. Vacancies in the Board of
Directors, and any newly created directorships resulting from an increase in the number of
directors may be filled by the Board of Directors, acting by a majority of directors then in office
and any new directors chosen shall hold office until the next election of the class for which the
new directors shall have been chosen and until their successor shall be elected and qualified.
Further, the Bylaws provide that no decrease in the number of directors shall shorten the term of
any incumbent director.

The Bylaws also require that at each annual meeting of our shareholders, the successors
to the class of directors whose term shall then expire shall be elected to hold office for a term
expiring at the third succeeding annual meeting. The Bylaws require an affirmative vote by the
holders of two-thirds or our outstanding common stock to amend these sections of the Bylaws,
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EXPERTS

The Fagliarone Group, P.C., Syracuse, New York, independent certified public
accountants, reported on our consolidated financial statements as of December 31, 2003 and
2002.

LEGAL OPINION

Woods Oviatt Gilman LLP, Rochester, New York will issue a legal opinion concerning
the validity of the common stock and warrants being sold in this offering.

ADDITIONAL INFORMATION
Financial information filed by us and the Bank with the Federal Reserve Bank of New

York and the Office of the Comptroller of the Currency is available from those agencies and over
the Internet at www.ffiec.gov.
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INDEPENDENT AUDITOR’S REPORT

To the Stockholders and Board of Directors
Lyons Bancorp, Inc.

We have audited the consolidated statements of financial condition of Lyons Bancorp, Inc. and
subsidiary as of December 31, 2003 and 2002, and the related consolidated statements of income,
stockholders' equity, and cash flows for the years then ended. These financial statements are the
responsibility of the Company's management. Qur responsibility is to express an opinion on these
financial statements based on our audits. '

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Lyons Bancorp, Inc. and subsidiary as of December 31,
2003 and 2002, and the consolidated results of their operations and cash flows for the years then
ended, in conformity with accounting principles generally accepted in the United States of
America.

The Fagliarone Group, P.C.
February 6, 2004
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Lyons Bancorp, Inc.
Balance Sheet

(Dollars in thousands, except per share data)

ASSETS
Cash and due from banks
Federal funds sold
Interest-bearing deposits in banks

Investment securities
Available for sale
Held to maturity
Other
Total investment securities

Loans
Less allowance for loan losses
Net loans

Land, premises and equipment, net
Accrued interest receivable and other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY
Deposits
Demand
Savings
Time
Total deposits

Securities sold under agreements to repurchase
Advances from Federal Home Loan Bank
Advances from subsidiary

Accrued interest payable and other liabilities

TOTAL LIABILITIES

STOCKHOLDERS' EQUITY
Common stock
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income

Less: Treasury stock, at cost
TOTAL STOCKHOLDERS' EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS'
EQUITY

The accompanying notes are an integral part of the financial statements.
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As of December 31,

2003 2002
$ 7,409,653 $ 6,107,240
- 500,000
100,000 100,000
7,509,653 6,707,240
67,616,758 73,294,725
1,213,307 2,881,981
809,500 734,500
69,639,565 76,911,206
127,574,645 97,840,551
(1,657,770) (1,224,069)
125,916,875 96,616,482
2,829,749 2,928,004
6,944,438 6,518,100

§ 212,840,330

$ 189,681,032

$ 48,777,667

$ 41,864,972

66,810,523 60,118,024
58,617,527 53,311,041
174,205,717 155,294,037
8,059,313 8,434,991
12,600,000 9,500,000
1,000,000 .
2,143,391 2,437,860
198,008,421 175,666,888
359,598 179,799
3,106,994 2,950,880
11,007,617 9,956,819
578,870 1,230,988
15,053,079 14,318,436
(221,170) (304,342)
14,831,909 14,014,144

$ 212,840,330

$ 189,681,032




Lyons Bancorp, Inc.
Statement of Income

(Dollars in thousands, except per share data)

INTEREST INCOME

Loans

Investment securities:
United States Treasury
United States Agencies
State and local governments
Other

Federal funds sold

TOTAL INTEREST INCOME
INTEREST EXPENSE

NET INTEREST INCOME
PROVISION FOR LOAN LOSSES

NET INTEREST INCOME AFTER PROVISION
FOR LOAN LOSSES ~

NONINTEREST INCOME
Service charges and fees
Net realized gains from sales of available
for sale securities
Other
TOTAL NONINTEREST INCOME
NONINTEREST EXPENSES:
Salaries and wages
Pensions and benefits
Occupancy expense
Other
TOTAL NONINTEREST EXPENSES
INCOME BEFORE INCOME TAXES
INCOME TAX EXPENSE
NET INCOME

NET INCOME PER SHARE
BASIC

DILUTED

The accompanying notes are an integral part of the financial statements.

(472628}
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For the year ended December 31,

2003 2002
$ 6,986,821 $ 6,654,829
214,536 181,661
2,030,995 1,746,790
625,186 652,528
28,019 26,196
45,112 125,961
9,930,669 9,387,965
2,658,936 2,988,021
7,271,733 6,399,944
602,000 573,087
6,669,733 5,826,857
1,334,579 1,140,757
254,319 203,502
478,095 267,567
2,066,993 1,611,826
2,438,668 2,085,981
918,798 720,202
1,316,359 1,189,707
1,932,314 1,667,248
6,606,139 5,663,138
2,130,587 1,775,545
496,000 475,000
$ 1,634,587 $ 1,300,545
$ 2.33 $ 1.99
$ 2.33 $ 1.99
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Lyons Bancorp, Inc.
Statement of Cash Flows
(Dollars in thousands, except per share data)

For the year ended December 31,
2003 2002

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 1,634,587 $ 1,300,545
Adjustments to reconcile net income to net

cash provided by operating activities:

Provision for loan losses 602,000 573,087
Provision for deferred compensation - 30,000
Stock issued to employees - 16,800
Net realized gain from sales of
available for sale securities (254,319) (203,502)
Premium amortization 670,775 267,437
Discount accretion (18,942) (53,011)
Depreciation 493,149 467,818
Deferred income tax (benefit) expense (182,100) 29,714
Increase in accrued interest
receivable and other assets (1,016,813) (1,016,784)
Increase in accrued interest payable
and other liabilities 869,212 707,535
NET CASH PROVIDED BY OPERATING
ACTIVITIES 2,797,549 2,119,639
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of securities available for sale (42,793,021) (76,308,698)
Proceeds from sales of securities available for sale 26,064,175 23,796,619
Proceeds from maturities of securities available for sale 20,926,613 29,805,132
Purchases of held to maturity and other securities (528,000) (1,989,239)
Proceeds from maturities of securities held to maturity 2,117,705 670,182
Net increase in loans (29,902,393) (13,341,145)
Premises and equipment purchases, net (394,894) (535,939)
NET CASH USED BY INVESTING ACTIVITIES (24,509,815) {37,903,088)

The accompanying notes are an integral part of the financial statements.
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CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in demand and savings deposits
Net increase in time deposits
Net increase (decrease) in securities sold

under agreements to repurchase
Increase in advances from

Federal Home Loan Bank
Issuance of common stock
Purchase of treasury stock
Proceeds from sale of treasury stock
Proceeds from advance from subsidiary

Dividends paid

CASH AND CASH EQUIVALENTS — BEGINNING

NET CASH PROVIDED BY FINANCING

ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND

CASH EQUIVALENTS

OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOW

CASH AND CASH EQUIVALENTS - END

OF YEAR

INFORMATION:

Cash paid during the year for interest

Cash paid during the year for income taxes

The accompanying notes are an integral part of the financial statements.
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$ 13,605,194 $ 15,982,613
5,306,486 9,210,413
(375,678) 79,024
3,100,000 4,500,000

- 992,587
(56,300) (100,283)
295,586 116,520
1,000,000 -
(360,609) (240,242)
22,514,679 30,540,632
802,413 (5,242,817)
6,707,240 11,950,057

$ 7,509,653 $ 6,707,240

$ 2,730,674 $ 2,950,014

$ 573,052 $ 591,857




LYONS BANCORP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2003 AND 2002

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Lyons Bancorp, Inc. (the Company) provides a full range of commercial banking services to
individual and small business customers through its wholly-owned subsidiary, The Lyons National
Bank (the Bank). The Bank's operations are conducted in eight branches located in Wayne,
Onondaga, and Ontario Counties, New York. The Company and the Bank are subject to the
regulations of certain federal agencies and undergo periodic examinations by those regulatory
authorities.

The Company also owns all of the voting common shares of Lyons Capital Statutory
Trust I (the Trust). The Trust was formed during 2003 for the purpose of securitizing trust preferred
securities, the proceeds of which were advanced to the Company and contributed to the Bank as
additional capital.

Basis of Consolidation

The consolidated financial statements include the accounts of the Company and the Bank.
All significant inter-company accounts and transactions have been eliminated in consolidation.

The accounts of the Trust are not included in the consolidated financial statements as
required under the guidance contained in FASB Interpretation No. 46 (as revised in December
2003) “Consolidation of Variable Interest Entities”.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Investment Securities

Held to Maturity

Debt securities that management has the positive intent and ability to hold to maturity are
reported at cost, adjusted for amortization of premiums and accretion of discounts.

{472628:)



Available for Sale

Auvailable for sale securities consist of investment securities not classified as held to maturity
securities and are carried at fair value. Unrealized gains and losses, net of tax, on available for sale
securities are reported in other comprehensive income.

Realized gains and losses on securities available for sale are included in non-interest income
or expense and, when applicable, are reported as a reclassification adjustment, net of tax, in other
comprehensive income. Gains and losses on the sale of available for sale securities are determined
using the specific-identification method.

Declines in the fair value of individual held to maturity and available for sale securities
below their cost that are other than temporary result in write-downs of the individual securities to
their fair value. The related write-downs are included in earnings as realized losses. There were no
such write-downs in 2003 or 2002.

The amortization of premiums and the accretion of discounts are recognized in interest
income using methods approximating the interest method.

Loans
Loans are stated at unpaid principal balances, less the allowance for loan losses.

The accrual of interest on commercial loans is discontinued at the time the loan is 90 days
past due unless the credit is well-secured and in process of collection. Retail loans are typically
charged off no later than 180 days past due. Past due status is determined based on contractual
terms.

All interest accrued but not collected for loans that are placed on non-accrual or charged off
1s reversed against interest income. The interest on these loans is accounted for on the cash-basis or
cost-recovery method, until qualifying for return to accrual. Loans are returned to accrual status
when all the principal and interest amounts contractually due are brought current and future
payments are reasonably assured.

Allowance For Loan Losses

The allowance for loan losses is maintained at a level which, in management's judgment,
is adequate to absorb credit losses inherent in the loan portfolio. The amount of the allowance is
based on management's evaluation of the collectibility of the loan portfolio, including the nature
of the portfolio, credit concentrations, trends in historical loss experience, specific impaired
loans, economic conditions, and other risks inherent in the loan portfolio. Allowances for
impaired loans are generally determined based on collateral values or the present value of
estimated cash flows. The allowance is increased by a provision for loan losses, which is charged
to expense, and reduced by charge-offs, net of recoveries. Changes in the allowance relating to
impaired loans are charged or credited to the provision for loan losses.

The Bank’s loans are generally secured by specific items of collateral including real
property, consumer assets, and business assets. In connection with the determination of the

estimated losses on loans, management obtains independent appraisals for significant collateral.
(472628:) \
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The determination of the adequacy of the allowance for loan losses is based on estimates
that are particularly susceptible to significant changes in the economic environment and market
conditions. While management uses available information to recognize losses on loans, further
reductions in the carrying amounts of loans may be necessary because of uncertainties associated
with local economic conditions, collateral values and future cash flows on impaired loans. In
addition, regulatory agencies, as an integral part of their examination process, periodically review
the estimated losses on loans. Such agencies may require the Bank to recognize additional losses
based on their judgments about information available to them at the time of their examination.

Because of these factors, it is reasonably possible that the estimated losses on loans may
change materially in the near term. However, the amount of the change that is reasonably possible

cannot be estimated.

Land, Premises and Equipment

Land is stated at cost. Premises and equipment are recorded at cost and are depreciated
using accelerated methods over the estimated useful lives of the assets.

Foreclosed Real Estate

Real estate properties acquired through, or in lieu of, loan foreclosure are initially recorded
at the lower of the Bank's carrying amount or fair value less estimated selling costs at the date of
foreclosure. Any write-downs based on the asset's fair value at date of acquisition are charged to the
allowance for loan losses. After foreclosure, property held for sale is carried at the lower of the new
basis or fair value less any costs to sell. Costs of significant property improvements are capitalized,
whereas costs relating to holding property are expensed. Valuations are periodically performed by
management, and any subsequent write-downs are recorded as a charge to operations, if necessary,
to reduce the carrying value of the property to the lower of its cost or fair value less cost to sell.

Bank Owned Life Insurance

Included in other assets is bank owned life insurance (“BOLI”). The BOLI was purchased
as a financing tool for employee benefits and to fund discriminatory retirement benefits for the
Board of Directors and executive management. The value of life insurance financing is the tax
preferred status of increases in life insurance cash values and death benefits and the cash flow
generated at the death of the insured. The purchase of the life insurance policy results in monthly
tax-free income to the Company. The largest risk to the BOLI program is credit risk of the
insurance carriers. To mitigate this risk, annual financial condition reviews are completed on all
carriers. As a result of this transaction, the Company benefits from the tax-free nature of income
generated from the life insurance policies. BOLI is stated on the Company’s December 31, 2003
and 2002 consolidated statement of condition at its current cash surrender value. Increases in
BOLI’s cash surrender value are reported as other noninterest income in the Company’s
consolidated income statement.
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Income Taxes

Income taxes are provided for the tax effects of the transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes related primarily to temporary
differences between the financial reporting and income tax basis of available for sale securities,
allowance for loan losses, premises and equipment, and prepaid and accrued employee benefits. The
deferred tax assets and liabilities represent the future tax return consequences of the temporary
differences, which will either be taxable or deductible when the assets and liabilities are recovered
or settled. Deferred tax assets and liabilities are reflected at income tax rates applicable to the
period in which the deferred tax assets and liabilities are expected to be realized or settled. As
changes in tax laws or rates are enacted, deferred tax assets and liabilities are adjusted through the
provision for income taxes.

Net Income Per Share

Basic net income per share is computed by dividing net income by the weighted average
number of common shares outstanding during the period. Diluted net income per share reflects
additional common shares that would have been outstanding if dilutive potential common shares
had been issued, as well as any adjustment to income that would result from the assumed issuance.
There were no dilutive potential common shares as of December 31, 2003 and 2002.

Net income per share has been computed based on the following:

2003 2002
Net Income $ 1,634,587 $1,300,545
Average Number of Common Shares Outstanding 700,165 652,424

Statements of Cash Flows

For the purpose of presentation in the statements of cash flows, cash and cash equivalents
are defined as the sum of cash and due from banks, federal funds sold, and interest-bearing deposits
in banks.

Off-Balance-Sheet Financial Instruments

In the ordinary course of business, the Bank has entered into off-balance-sheet financial
instruments consisting of commitments to extend credit and standby letters of credit. Such financial
instruments are recorded in the financial statements when they are funded or related fees are
incurred or received.

Fair Values of Financial Instruments

Statement of Financial Accounting Standards No. 107, "Disclosures about Fair Value of
Financial Instruments”, requires disclosure of fair value information about financial instruments,
whether or not recognized in the statement of financial condition. In cases where quoted market
prices are not available, fair values are based on estimates using present value or other valuation

{472628:)
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techniques. Those techniques are significantly affected by the assumptions used, including the
discount rate and estimates of future cash flows. In that regard, the derived fair value estimates
cannot be substantiated by comparison to independent markets and, in many cases, could not be
realized in immediate settlement of the instruments. Statement No. 107 excludes certain financial
instruments and all non-financial instruments from its disclosure requirements. Accordingly, the
aggregate fair value amounts presented do not represent the underlying value of the Company.

The following methods and assumptions were used by the Company in estimating its fair
value disclosures for financial instruments:

Cash and due from banks, federal funds sold, and interest-bearing deposits in banks: The
carrying amounts for cash and due from banks and federal funds sold approximate those assets' fair
values.

Investment securities: Fair values for investment securities are based primarily on quoted
market prices.

Loans: For variable-rate loans that re-price frequently and with no significant change in
credit risk, fair values are based on carrying amounts. The fair values for other loans are estimated
using discounted cash flow analysis, based on interest rates currently being offered for loans with
similar terms to borrowers of similar credit quality. Loan fair value estimates include judgments
regarding future expected loss experience and risk characteristics.

Accrued interest receivable: The carrying amount of accrued interest receivable
approximates its fair value.

Deposits: The fair values disclosed for demand and savings deposits are equal to their
carrying amounts. The fair values of time deposits are estimated using a discounted cash flow
calculation that applies interest rates currently being offered on time deposits to a schedule of
contractual maturities on such time deposits.

Securities sold under agreements to repurchase: The carrying amounts of securities sold
under agreement to repurchase approximate their fair values.

Advances from Federal Home Loan Bank: The fair values of the term advances from
Federal Home Loan Bank are estimated using discounted cash flows based on current borrowing

rates for similar borrowings.

Advance from subsidiary: The carrying amount of advance from subsidiary approximates
its fair value. ‘

Accrued interest payable: The carrying amount of accrued interest payable approximates its
fair value.

Reclassifications

Certain items appearing on the 2002 statement of financial condition and statement of cash
flows have been reclassified to conform to current year presentation. The reclassifications increased

{472628:}
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assets and liabilities by $590,216. There was no impact on shareholders’ equity or net income as a

result of these reclassifications.

NOTE B - RESTRICTIONS ON CASH AND DUE FROM BANKS

The Bank is required to maintain reserve funds in cash and/or on deposit with the Federal
Reserve Bank. The required reserve at December 31, 2003 and 2002 was $1,427,000 and

$1,123,000, respectively.

The Bank is also required to maintain clearing balance funds on deposit with the Federal
Reserve Bank. The required minimum clearing balance at December 31, 2003 and 2002 was

$600,000.

NOTE C - INVESTMENTS

The amortized cost and fair value of investment securities at December 31, are as follows:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
2003
Available for Sale
U.S. Treasuries $ 5,011,144 $ 78,537 $ (6,558) $ 5,083,123
U.S. Agencies 22,182,243 402,838 - 22,585,081
State and local governments 14,096,701 475,413 (585) 14,571,529
Mortgage backed securities 25,361,889 190,884 (175,748) 25,377,025
$66,651,977 $1,147.672 _$(182.891) $67.616,758
Held to Maturity
State and local governments $ 1,213,307 $ - $ - $ 1,213,307
Other $ 809,500 $ - $ - $ 809,500
2002
Available for Sale
U.S. Treasuries $13,047,303 $ 339,257 $ - $13,386,560
U.S. Agencies 23,577,791 835,539 - 24,413,330
State and local governments 16,616,887 635,843 (921) 17,251,809
Mortgage backed securities 18,001,099 248.598 (6.671) 18.243.026
$71.243.080 $2.059,237 $(7,592) $73,294.725

Held to Maturity

{472628:}
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State and local governments § 2.881981 $ 21396 $ (293) §2,203i084
Other $§ 734,500 $ - 3 - $§ 734,500

Other securities consist of stock of the Federal Home Loan Bank, New York State Business
Development Corporation, and the Federal Reserve Bank.

The following table sets forth the Company’s investment in securities with unrealized losses
of less than twelve months and unrealized losses of twelve months or more at December 31, 2003:

Less than 12 months 12 months or more Total
Unrealized Unrealized Unrealized
Fair Value Loss Fair Value Loss Fair Value Loss
U.S. Treasuries $ 2,015,932 $ 6,558 5 - 5 - $ 2,015,932 $ 6,558
State and local governments 331,567 585 - -- 331,567 585
Mortgage backed securities 15,838,712 175,748 - -— 15,838,712 175,748
$18,186,211 $182,891 § - $ - $18,186,211 $182,891

Unrealized losses on these securities have not been recognized into earnings because the
issuers of the securities are of high credit quality, management has the ability and intent to hold
these securities for the foreseeable future, and the declines in fair value are largely due to market
interest rates. The fair values of these securities are expected to recover as they approach maturity
and/or market interest rates fluctuate.

The amortized cost and fair value of debt securities at December 31, 2003, by contractual
maturity, are shown below. Expected maturities may differ from contractual maturities because
borrowers may have the right to call or prepay obligations without call or prepayment penalties.

Amortized Fair
Cost Value
Available For Sale
Due in one year or less $ 3,754,590 $ 3,796,929
Due from one to five years 26,655,323 27,423,713
Due from five to ten years 10,880,175 11,019,091
Due after ten years - -
Securities not due at a single maturity date 25,361,889 25,377,025

$ 66,651977 § 67,616,758

Held-To-Maturity

Due in one year or less $ 514914 § 514,914
Due from one to five years 201,201 201,201
Due from five to ten years 34,460 34,460
Due after ten years 462.732 462,732

$ 1,213.307 § 1,213,307

During 2003, the Bank sold securities available for sale for total proceeds of $26,064,175

resulting in gross realized gains of $254,319. During 2002, the Bank sold securities available for
{472628:)
F-13
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sale for total proceeds of $23,796,619 resulting in gross realized gains of $203,502. Investment
securities with carrying amounts of approximately $58,012,681 and $54,627,684 at December 31,
2003 and 2002, respectively, were pledged to secure deposits as required or permitted by law.

{472628:)
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NOTE D - LOANS

Loans consist of the following at December 31:
Residential real estate
Commercial real estate
Commercial

Consumer
Other

The changes in the allowance for loan losses are as follows:

Balance, January 1
Provision for loan losses
Recoveries
Charge-offs

Balance, December 31,

Impaired loans consist of the following at December 31:

Impaired loans for which allowances for loan
losses have been provided

Impaired loans for which allowances for loan
losses have not been provided

Recorded investment in impaired loans

Less allowance for loan losses provided
for impaired loans

2003 2002
$ 36,042,870 32,503,884
34,890,626 24,192,862
38,570,232 22,619,732
18,051,757 18,518,205
19,160 5,868
$ 127,574,645 97,840,551
2003 2002
$ 1,224,069 1,007,108
602,000 573,087
68,149 53,410
(236,448) (409,536)
$ 1,657,770 1,224,069
2003 2002
$ 420,829 268,710
420,829 268,710
94,112 26,225
$ 326,717 242,485

At December 31, 2003 and 2002, the total recorded investment in loans on nonaccrual
amounted to $389,087 and $268,709, respectively. Loans past due ninety days or more and still
accruing interest were insignificant at December 31, 2003 and 2002. The average recorded
investment in impaired loans was $398,050 and $731,443 in 2003 and 2002, respectively. Interest
income recognized for cash payments received on impaired loans was $16,743 and $27,547 in 2003
and 2002, respectively. There are no commitments to loan additional funds to the borrowers of

impaired loans.

{472628:}
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NOTE E - PREMISES AND EQUIPMENT

Premises and equipment consist of the following at December 31:

2003 2002
Land | $ 259,826 $ 259,826
Buildings 1,926,421 1,856,621
Furniture and equipment 3,615,937 3,302,683
Leasehold improvements 422.797 412,202
6,224,981 5,831,332
Less accumulated depreciation 3.395.232 2,903,328

$ 2829749 § 2928004

At December 31, 2003, the Bank leased five of its branch facilities under noncancelable
operating leases, including a new branch in Geneva, New York opened during 2003. Future
minimum rental payments under these leases for the next five years are as follows:

2004 $ 137,365
2005 145,505
2006 150,348
2007 138,866
2008 137,797

$ 709.881

Rent expense under the operating leases totaled $130,092 and $105,255 in 2003 and 2002,
respectively. ‘
NOTE F - DEPOSITS

Certificates of deposit in denominations of $100,000 and over were $31,924,582 and
$28,902,170 at December 31, 2003 and 2002, respectively.

At December 31, 2003, scheduled maturities of time deposits are as follows:

2004 $ 47,323,279
2005 9,388,432
2006 1,831,179
2007 29,689
2008 44,948

$ 58,617,527

{472628:)
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NOTE G - SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Information concerning securities sold under agreements to repurchase as of and for the year
ended December 31, is summarized as follows:

2003 2002
Average balance $ 7,249,151  § 7,055,569
Maximum month-end balance $ 8391320 § 8,825,888
Carrying amounts of securities, including
accrued interest, underlying the agreements $ 8,874,828 § 8,552,460

Securities sold under agreements to repurchase mature in less than 90 days from the
transaction date. Securities sold under agreements to repurchase either remain under the control of
the Bank or are held in third party custodial accounts that recognize the Bank’s interest in the
securities.

NOTE H - ADVANCES FROM FEDERAL HOME LOAN BANK

The Bank has an overnight line of credit and a Companion (DRA) Commitment with the
Federal Home Loan Bank of New York (FHLB) which expire on August 28, 2004. Each line has a
maximum borrowing limit of $10,355,050 at December 31, 2003. Borrowings bear interest at the
federal funds rate plus eight basis points. Amounts available on the lines may also be used for term
advances. As a result, the overnight line has an available balance of $3,755,050 at December 31,
2003. The Bank's investment in FHLB stock and other assets, primarily mortgage loans, are
pledged as collateral under the agreement up to the amount of any borrowings. The Bank has the
following term advances from the Federal Home Loan Bank at December 31, 2003:

Due January 2, 2004, bearing interest at 1.04% $ 6,600,000
Due September 15, 2004, bearing interest at 4.04% 1,000,000
Due October 15, 2004, bearing interest at 1.13% 2,000,000
Due April 27, 2011, bearing interest at 4.76% 1,000,000
Due May 30, 2012, bearing interest at 4.26% 1,000,000
Due May 30, 2012, bearing interest at 3.95% 1,000,000

$ 12,600,000

The advances due in 2011 and 2012 contain the option for the FHLB to convert the
advances into replacement funding for the same or a lesser principal amount based on any advance
then offered by the FHLB at current market rates. If the Bank chooses not to replace the funding it
must repay the advances on the date of the conversion.

NOTE I - ADVANCE FROM SUBSIDIARY

The advance from subsidiary represents debenture’s due from the Company to the Trust as
discussed in Note A. The debentures mature on June 27, 2033 and bear interest at the 3-Month

{472628:)
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LIBOR plus 2.75% (3.92% at December 31, 2003), payable quarterly. The Company has the option
to defer interest payments from time to time for up to 20 consecutive quarterly periods without
defaulting on the debentures.

The Company also has the option to redeem the debentures, in whole or in part, beginning
on June 27, 2008 and quarterly thereafter or within 120 days throughout the entire term of the
debentures should certain special events occur. The redemption price, expressed as a percentage of
the principal amount of the debentures being redeemed, ranges from 101% at December 31, 2003 to
100% on June 27, 2013 and afier.

If the Company elects to defer interest payments as described above, or if the debentures are
in default, the Company shall not, and shall not allow any affiliate, to declare or pay dividends other
than dividends paid to the Company.

The Company has guaranteed all obligations of the Trust to the holders of preferred
securities issued by the Trust.

NOTE J - INCOME TAXES

The provision for income taxes consists of the following at December 31:

2003 2002
Current tax provision
Federal $ 638,200 § 395,286
State 39,900 50,000
678,100 445,286
Deferred tax (benefit) provision (182,100) 29,714
$ 496,000 $ 475,000

The provision for income taxes differs from that computed by applying statutory rates to
income before income taxes primary due to the effects of tax exempt income.

Deferred tax assets and liabilities included in other assets and other liabilities in the
accompanying statements of financial condition are as follows:

2003 2002
Deferred tax assets ' $ 789827 $ 590216
Deferred tax liabilities b 834726 § 1,251,963

Management believes it is more likely than not that all of the deferred tax assets will be
realized. The amount of the deferred tax asset considered realizable, however, could be reduced in
the near term if estimates of future taxable income are reduced.
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NOTE K - STOCKHOLDERS’ EQUITY

In October 2000 the Company sold 27,849 shares of common stock. Each share of common
stock also contained one detachable warrant. Each warrant entitles its holder to purchase, at any
time, before December 31, 2002, one additional share of common stock for $37.50. All outstanding
warrants expired on December 31, 2002.

On December 4, 2003 the Board of Directors of the Company approved to increase the
number of authorized shares of common stock from 500,000 to 2,000,000. Also, the Board of
Directors of the Company approved a 2 for 1 stock split payable to holders of common stock on
December 31, 2003. Due to the significance of the 2 for 1 stock split, the stock split was affected in
the form of a stock dividend.

All references to the number of shares, weighted average shares, and per share amounts of
common and treasury stock have been restated to reflect the stock split.

The common stock and treasury stock of the Company at December 31 are as follows:

2003 2002
Common Stock
Authorized shares, $.50 par value 2,000,000 2,000,000
Issued shares 719,196 719,196
Less: Treasury stock shares, (12,520) (22.324)
Outstanding shares 706,676 696,872

NOTE L - PENSION PLANS

The Bank participates in the New York State Bankers Retirement System, a noncontributory

defined benefit pension plan covering substantially all employees. Information regarding the plan
for 2003 and 2002 is as follows:

2003 2002
Benefit obligation at December 31 $ (2,016,228) § (1,714,890)
Fair value of plan assets at December 31 1,946,905 1,552,596
Funded status $  (69.323)§ (162.294)
Prepaid (accrued) benefit cost recognized
in the statement of financial position $ 503,583 $§ 488,758
Net periodic pension cost $ 137,197 $ 135,143
Employer contribution $ 144617 $ 98,763
Benefits paid § 110,513 § 108,311
Weighted-average assumptions as of December 31:

2003 2002
Discount rate 6.00% 6.75%
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Expected return on plan assets 8.00% 7.50%
Rate of compensation increase 3.50% 4.00%

The Bank has a contributory 401(k) Plan for substantially all employees. Employees are
eligible to contribute a percentage of their salary up to the maximum as determined by the Internal
Revenue Service. The Bank is required to match 75% of the employees' contributions up to a
maximum of 6% of the employees' salaries. The Bank contributed $71,188 and $58,454 under
these provisions during 2003 and 2002, respectively.

NOTE M - RELATED PARTY TRANSACTIONS

In the ordinary course of business, the Bank has and expects to continue to have
transactions, including loans and deposit accounts with the Company's and the Bank's executive
officers and directors, and their affiliates. In the opinion of management, such transactions were on
substantially the same terms, including interest rates and collateral, as those prevailing at the time of
comparable transactions with other persons and did not involve more than a normal risk of
collectibility or present any other unfavorable features. The aggregate amount of loans to such
related parties at December 31, 2003 was $3,728,045. During 2003 new loans to such related
parties amounted to $2,084,335 and repayments amounted to $665,597.

The Bank held deposits of $1,361,302 and $1,421,705 for related parties at December 31,
2003 and 2002, respectively.

NOTE N - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

The Bank is a party to financial instruments with off-balance-sheet risk in the normal course
of business to meet the financing needs of its customers. These financial instruments include
commitments to extend credit and standby letters of credit. These instruments involve, to varying
degrees, elements of credit and interest rate risk in excess of the amounts recognized in the
statements of financial condition. The Bank uses the same credit policies in making commitments
and conditional obligations as it does for on-balance-sheet instruments. The Bank’s exposure to
credit loss in the event of nonperformance by the other party to the financial instrument for
commitments to extend credit and standby letters of credit is represented by the contractual notional
amount of those instruments summarized as follows at December 31, 2003:

Notional Amount
Commitments to extend credit:

Commitments to grant loans $ 28,920,999

Unfunded commitments under
commercial lines of credit 16,449,898

Unfunded commitments under
consumer lines of credit 9,132,339
Standby letters of credit 425,938
) 54,929.174
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Commitments to extend credit are agreements to lend to a customer as long as there is no
violation of any condition established in the contract. Commitments generally have fixed expiration
dates or other termination clauses and may require payment of a fee. Since many of the
commitments are expected to expire without being drawn upon, the total commitment amounts do
not necessarily represent future cash requirements.

The Bank evaluates each customer’s credit worthiness on a case-by-case basis. The amount
and type of collateral obtained, if deemed necessary by the Bank upon extension of credit, varies
and is based on management’s credit evaluation of the counterparty.

Standby letters of credit are conditional commitments issued by the Bank to guarantee the
performance of a customer to a third party. Standby letters of credit generally have fixed expiration
dates or other termination clauses and may require payment of a fee. The credit risk involved in
issuing letters of credit is essentially the same as that involved in extending loan facilities to
customers. The Bank’s policy for obtaining collateral, and the nature of such collateral, is
essentially the same as that involved in making commitments to extend credit.

NOTE O - CONCENTRATIONS OF CREDIT

Most of the Bank's business activity is with customers in the Bank's market area. The
majority of those customers are depositors of the Bank. Investments in state and local government
securities also primarily involve governmental entities within the Bank's market area. The
concentrations of credit by type of loan are set forth in Note D. The distribution of commitments to
extend credit are set forth in Note N. The Bank, as matter of policy, does not extend credit to any
single borrower, or group of related borrowers in excess of its legal lending limit.

NOTE P - REGULATORY MATTERS

The Bank is subject to legal limitations on the amount of dividends that can be paid to the
Company. At December 31, 2003, approximately $3,057,852 was available for the declaration of
dividends without regulatory approval.

The Bank is subject to various regulatory capital requirements administered by the
federal banking agencies. Failure to meet minimum capital requirements can initiate certain
mandatory, and possibly additional discretionary, actions by regulators that, if undertaken, could
have a direct material effect on the Bank's financial statements. Under capital adequacy
guidelines and the regulatory framework for prompt corrective action, the Bank must meet
specific capital guidelines that involve quantitative measures of the Bank's assets, liabilities, and
certain off-balance-sheet items as calculated under regulatory accounting practices. The Bank's
capital amounts and classification are also subject to qualitative judgments by the regulators
about components, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the
Bank to maintain minimum amounts and ratios (set forth in the table below) of total and Tier [
capital (as defined in the regulations) and of Tier I capital (as defined) to average assets (as
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defined). Management believes, as of December 31, 2003, that the Bank meets all capital
adequacy requirements to which it is subject.

As of the most recent notification from the Office of the Comptroller of the Currency, the
Bank was categorized as well capitalized under the regulatory framework for prompt corrective
action. To be categorized as well capitalized the Bank must maintain minimum total risk-based,
Tier I risk-based, and Tier I leverage ratios as set forth in the table. There are no conditions or
events since that notification that management believes have changed the institution's category. The
Bank's approximate capital amounts and ratios are also presented in the table.
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Under

Corrective

Ratio

As of December 31, 2003:
Total Capital
(to Risk Weighted Assets)
Tier I Capital

(to Risk Weighted Assets)
Tier I Capital

(to Average Assets)

As of December 31, 2002:
Total Capital
(to Risk Weighted Assets)
Tier I Capital
(to Risk Weighted Assets)
Tier I Capital
(to Average Assets)

To Be Well

Capitalized

For Capital Prompt

Actual Adequacy Purposes Action Provisions

Amount Ratio Amount Ratio Amount

$15,700,000 11.6% $10,810,000 8.0% $13,513,000  10.0%
314,042,000 10.4% $ 5,405,000 4.0% $ 8,108,000 6.0%
314,042,000 6.7% $ 8,354,000 4.0% $10,443,000 5.0%
312,078,000 11.5% $ 8,937,000 8.0% 310,497,000  10.0%
$10,854,000 10.3% $ 4,199,000 4.0% $ 6,298,000 6.0%
$10,854,000 $ 9,139,000 5.0%

5.9% $ 7,311,000 4.0%

NOTE Q - FAIR VALUES OF FINANCIAL INSTRUMENTS

The carrying amounts and estimated fair values of the Company’s financial instruments at

December 31, are as follows:

2003

Financial assets:
Cash and due from banks

Interest-bearing deposits in banks

Investment securities
Loans, net of allowance
Accrued interest receivable

Financial liabilities
Deposits

Securities sold under agreements to repurchase
Advances from Federal Home Loan Bank

Advances from subsidiary
Accrued interest payable

2002

Financial assets:
Cash and due from banks
Federal funds sold

Interest-bearing deposits in banks

Investment securities
Loans, net of allowance
Accrued interest receivable

{472628:)

Carrying Fair

Amount Value
S 7,409,653 § 7,409,653
100,000 100,000
69,639,565 69,639,565
125,916,875 129,440,279
1,088,594 1,088,594
174,205,717 174,293,397
8,059,313 8,059,313
12,600,000 12,643,750
1,000,000 1,000,000
150,588 150,588

Carrying Fair

Amount Value
$ 6,107,240 $ 6,107,240
500,000 500,000
100,000 100,000
76,911,206 76,932,309
96,616,482 99,429,974
979,784 979,784
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Financial liabilities

Deposits 155,294,037 155,068,306
Securities sold under agreements to repurchase 8,434,991 8,434,991
Advances from Federal Home Loan Bank 9,500,000 9,263,320
Accrued interest payable 222,328 222,328

The carrying amounts in the preceding table are included in the statements of financial condition
11.nds°,1£i the applicable captions. The fair values of off-balance sheet financial instruments are not
significant.
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EXHIBIT A
[LEGEND FOR RESIDENTS OF FLORIDA, NORTH CAROLINA OR SOUTH CAROLINA]

THIS WARRANT, AND THE SHARES OF COMMON STOCK ISSUABLE
UPON THE EXERCISE THEREOF, HAVE NOT BEEN REGISTERED
UNDER THE SECURITIES LAWS OF THE STATE OF FLORIDA, NORTH
CAROLINA OR SOUTH CAROLINA, AND MAY NOT BE SOLD,
TRANSFERRED, ASSIGNED, PLEDGED, OR HYPOTHECATED UNLESS
AND UNTIL REGISTERED UNDER SUCH LAWS, OR UNLESS THE
COMPANY HAS RECEIVED AN OPINION OF COUNSEL OR OTHER
EVIDENCE, SATISFACTORY TO THE COMPANY AND ITS COUNSEL,
THAT SUCH REGISTRATION IS NOT REQUIRED.

LYONS BANCORP, INC.

FORM OF WARRANT CERTIFICATE FOR PURCHASE
OF SHARES OF COMMON STOCK

THIS WARRANT CERTIFICATE IS VOID AFTER
5:00 P.M., EASTERN TIME, ON JUNE 30, 2006, OR SUCH LATER DATE AS MAY
BE SET BY THE COMPANY IN ITS SOLE DISCRETION

Number of Warrants: Warrant No.

This Warrant Certificate certifies that, for value received, (the
“Holder”), is the registered holder of the number of Warrants (the “Warrants™) set forth above.
Each Warrant entitles the Holder to purchase from Lyons Bancorp, Inc., a New York corporation
(the “Company”), at any time afier , 2004 and before 5:00 p.m., Eastern Time, on
June 30, 2006, or such later date as may be set by the Company in its sole discretion upon
written notice to the Holder (the “Expiration Date”), one share of fully paid and nonassessable
Common Stock, $.50 par value (“Common Stock™), of the Company at an exercise price of
$ per share, subject to adjustment as provided in this Certificate (the “Exercise Price”).
As used in this Certificate, the term “Warrant Issuance Date” shall mean , 2004.

At any time after the Warrant Issuance Date and prior to the Expiration Date, the
Warrants evidenced by this Warrant Certificate may be exercised in whole or in part by
presentation of this Warrant Certificate with the Purchase Form attached hereto (the “Purchase
Form”), duly executed and accompanied by payment of the Exercise Price, at the main office of
the Company. Payment of the Exercise Price shall be made, at the option of the Holder, by
check, bank draft, money order, or by authorizing withdrawal from a deposit account at The
Lyons National Bank.

Upon receipt of this Warrant Certificate, and the Purchase Form duly completed and
executed, accompanied by payment of the Exercise Price of the Warrants being exercised, and to
the extent the Common Stock may be issued without registration or qualification under the
securities laws of the jurisdiction of which the holder is a resident, the Company shall deliver to
or upon the order of the Holder of this Warrant Certificate, in such name or names as the Holder
may designate, a certificate for the number of shares of Common Stock to be purchased.
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Each person in whose name any certificate for Common Stock is issued upon the exercise
of Warrants shall for all purposes be deemed to have become the holder of record of the
Common Stock represented by the certificate, and the certificate shall be dated the date that the
Warrant Certificate was duly surrendered in proper form and payment of the Exercise Price was
made whether or not the stock transfer books shall be closed on such date.

The Warrants evidenced by this Warrant Certificate shall be transferable only on the
books of the Company upon delivery of the Certificate, duly endorsed by the Holder or by its
duly authorized attorney or representative, or accompanied by proper evidence of succession,
assignment, or authority to transfer, and to the extent that the holder demonstrates to the
Company’s satisfaction that such transfer is permitted under the applicable securities laws.

If the Holder of this Warrant Certificate at any-time exercises less than all the Warrants
evidenced by this Warrant Certificate, the Company shall issue to the Holder a warrant
certificate identical in form to this Warrant Certificate, but evidencing a number of Warrants
equal to the number of Warrants originally represented by this Warrant Certificate less the
number of Warrants exercised. Likewise, upon the presentation and surrender of this Warrant
Certificate at the main office of the Company and at the request of the Holder, the Company will,
at the option of the Holder, issue to the Holder in substitution for this Warrant Certificate, one or
more warrant certificates in identical form and for an aggregate number of Warrants equal to the
number of Warrants evidenced by this Warrant Certificate.

In the event that this Warrant Certificate is mutilated, lost, stolen or destroyed, the
Company may, in its discretion, issue and deliver in exchange and substitution for and upon
cancellation of the mutilated Warrant Certificate, or in lieu of and substitution for the Warrant
Certificate lost, stolen or destroyed, a new Warrant Certificate of like tenor and representing an
equivalent right or interest; but only upon receipt of evidence satisfactory to the Company of
such loss, theft or destruction of the Warrant Certificate and indemnity, if requested, also
satisfactory to the Company. Applicants for the substitute Warrant Certificate shall also comply
with such other reasonable regulations and pay such other reasonable charges as the Company
may prescribe.

To the extent that the Warrants evidenced by this Warrant Certificate have not been
exercised on or before 5:00 p.m., Eastern Time, on June 30, 2006, or such later date as may
be set by the Company in its sole discretion upon written notice to the Holder, the
Warrants shall expire and the rights of the Holder shall become void and of no effect.

The shares of Common Stock issued on the exercise of the Warrants evidenced by this
Warrant Certificate are shares of Common Stock of the Company as constituted as of the
Warrant Issuance Date. The number and kind of securities issued on the exercise of the Warrants
evidenced by this Warrant Certificate, and the Exercise Price, shall be subject to adjustment from
time to time upon the happening of certain events, as follows:

A MERGERS, CONSOLIDATIONS AND RECLASSIFICATIONS. In the case of
any reclassification or change of outstanding securities issuable upon exercise of the Warrants
evidenced by this Warrant Certificate at any time after the Warrant Issuance Date (other than a
change in par value, or from par value to no par value, or from no par value to par value or as a
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result of a split or combination to which Section B below applies), or in case of any
consolidation or merger of the Company with or into another corporation (other than a merger
with another corporation in which the Company is the surviving corporation and which does not
result in any reclassification or change [other than a change in par value, or from par value to no
par value, or from no par value to par value, or as a result of a split or combination to which
Section B below applies] of outstanding securities issuable upon exercise of this Warrant), the
Holder of the Warrants evidenced by this Warrant Certificate shall have, and the Company, or
such successor corporation or other entity, shall covenant in the constituent documents effecting
any of the foregoing transactions that the Holder does have, the right to obtain upon the exercise
of the Warrants evidenced by this Warrant Certificate, in lieu of each share of Common Stock,
other securities, money or other property that were issuable upon exercise of a Warrant, the kind
and amount of shares of stock, other securities, money or other property receivable upon such
reclassification, change, consolidation or merger by a holder of Common Stock, other securities,
money or other property issuable upon exercise of a Warrant as if the Warrants evidenced by this
Warrant Certificate had been exercised immediately prior to such reclassification, change,
consolidation or merger. The constituent documents effecting any reclassification, change,
consolidation or merger shall provide for any adjustments which shall be as nearly equivalent as
may be practicable to the adjustments provided in this Section A. The provisions of this
Section A shall similarly apply to successive reclassifications, changes, consolidations or
mergers.

B. SPLITS AND COMBINATIONS. If the Company, at any time after the Warrant
Issuance Date, splits its shares of Common Stock into a greater number of shares, the Exercise
Price in effect immediately prior to the split shall be proportionately reduced, and the number of
shares of Common Stock purchasable upon exercise of the Warrants evidenced by this Warrant
Certificate shall be proportionately increased, as of the effective date of the split, or if the
Company shall take a record of its Common Stock for the purpose of so splitting, as at such
record date, whichever is earlier. If the Company, at any time after the Warrant Issuance Date,
combines its shares of Common Stock into smaller number of shares, the Exercise Price in effect
immediately prior to such combination shall be proportionately increased, and the number of
shares of Common Stock purchasable upon exercise of the Warrants evidenced by this Warrant
Certificate shall be proportionately reduced, as of the effective date of such combination, or if
the Company shall take a record of holders of its Common Stock for purposes of such
combination, as at such record date, whichever is earlier.

C. DIVIDENDS AND DISTRIBUTIONS. If the Company, at any time after the
Warrant Issuance Date, declares a dividend on its Common Stock payable in stock or other
securities of the Company or of any other corporation or other entity, or in property other than in
cash, to the holders of its Common Stock, the Holder of a Warrant evidenced by this Warrant
Certificate shall, without additional cost, be entitled to receive upon any exercise of a Warrant
evidenced by this Warrant Certificate, in addition to the Common Stock to which such Holder
would otherwise be entitled upon such exercise, the number of shares of stock or other securities
or property which such holder would have been entitled to receive if he had been a holder
immediately prior to the record date for such dividend (or, if no record date shall have been
established, the payment date for such dividend) of the number of shares of Common Stock
purchasable on exercise of such Warrant immediately prior to such record date or payment date,
as the case may be. Except as provided in this Section C, no adjustment in respect of any
dividend shall be made during the term of the Warrants or upon exercise of the Warrants.
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D. CERTAIN ISSUANCES OF SECURITIES. If the Company at any time after the
Warrant Issuance Date issues any additional shares of Common Stock (other than as provided in
Sections A through C above) at a price per share less than the Warrant Exercise Price then in
effect, then the Warrant Exercise Price upon each such issuance shall be adjusted to that price
determined by multiplying the Warrant Exercise Price by a fraction:

1. the numerator of which shall be the sum of (1) the number of shares of Common
Stock outstanding immediately prior to the issuance of such additional shares of
Common Stock multiplied by the Warrant Exercise Price, and (2) the
consideration, if any, received and deemed received by the Company upon the
issuance of such additional shares of Common Stock, and

il the denominator of which shall be the Warrant Exercise Price multiplied by the
total number of shares of Common Stock outstanding immediately after the
issuance of such additional shares of Common Stock.

No adjustment of the Warrant Exercise Price shall be made under this Section D upon the
issuance of any additional shares of Common Stock that (y) are issued pursuant to thrift plans,
stock purchase plans, stock bonus plans, stock option plans, employee stock ownership plans and
other incentive or profit sharing arrangements for the benefit of employees (“Employee Benefit
Plans’’) that otherwise would cause an adjustment under this Section D; provided, that the
aggregate number of shares of Common Stock so issued (including the shares issued pursuant to
any options, rights or warrants or convertible or exchangeable securities issued under such
Employee Benefit Plans containing the right to purchase shares of Common Stock) after the
Warrant Issuance Date pursuant to Employee Benefit Plans shall not exceed 10% of the
Company’s outstanding Common Stock (on a fully diluted basis using the treasury stock
method) at the time of such issuance; or (z) are issued pursuant to any Common Stock
Equivalent (i) which was outstanding on the Warrant Issuance Date or (ii) if upon the issuance of
any such Common Stock Equivalent, any such adjustments shall previously have been made
pursuant to Section E below or (iii) if no adjustment was required pursuant to Section E below.

E. COMMON STOCK EQUIVALENTS. If the Company, after the Warrant
Issnance Date, issues any security or evidence of indebtedness which is convertible into or
exchangeable for Common Stock (“Convertible Security”), or any warrant, option or other right
to subscribe for or purchase Common Stock or any Convertible Security, other than pursuant to
Employee Benefit Plans (together with Convertible Securities, “Common Stock Equivalent”), or
if, after any such issuance, the price per share for which additional shares of Common Stock may
be issuable thereunder is amended, then upon each such issuance or amendment the Warrant
Exercise Price shall be adjusted as provided in Section D above on the basis that (i) the
maximum number of additional shares of Common Stock issuable pursuant to all the Common
Stock Equivalents shall be deemed to have been issued as of the earlier of (a) the date on which
the Company shall enter into a firm contract for the issuance of the Common Stock Equivalent,
or (b) the date of actual issuance of the Common Stock Equivalent; and (ii) the aggregate
consideration for such maximum number of additional shares of Common Stock shall be deemed
to be the minimum consideration received by the Company for the issuance of such additional
shares of Common Stock pursuant to such Common Stock Equivalent; provided, however, that
no adjustment shall be made pursuant to this Section E unless the consideration received by the
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Company per share of Common Stock for the issuance of such additional shares of Common
Stock pursuant to such Common Stock Equivalent is less than the Warrant Exercise Price. No
adjustment of the Warrant Exercise Price shall be made under this Section E upon the issuance of
any Convertible Security which is issued pursuant to the exercise of any warrants or other
subscription or purchase rights therefor, if any adjustment shall previously have been made in the
Warrant Exercise Price then in effect upon the issuance of such warrants or other rights pursuant
to this Section E.

F. CALCULATION OF WARRANT EXERCISE PRICE. The Warrant Exercise
Price in effect from time to time shall be calculated to four decimal places and rounded to the
nearest thousandth.

Whenever the Warrant Exercise Price is required to be adjusted as provided in this
Certificate, the Company shall compute the adjusted Warrant Exercise Price and shall prepare
and mail to the Holder a certificate setting forth the adjusted Warrant Exercise Price showing in
reasonable detail the facts upon which the adjustment is based.

The Company will deliver, by first-class mail, postage prepaid, to the Holder at such
Holder’s address appearing on this Certificate, or such other address as the Holder shall specify,
a copy of any reports delivered by the Company to the holders of Common Stock.

The Company covenants and agrees that during the period within which the Warrants
evidenced by this Warrant Certificate may be exercised, the Company shall at all times reserve
and keep available, free from preemptive rights, out of the aggregate of its authorized but
unissued Common Stock, for the purpose of enabling it to satisfy any obligation to issue shares
of Common Stock upon the exercise of the Warrants evidenced by this Warrant Certificate, the
number of shares of Common Stock issuable upon the exercise of such Warrants.

The Holder of the Warrants evidenced by this Warrant Certificate shall not, by
virtue of holding such Warrants, be entitled to any rights of a stockholder of the Company
either by law or in equity, and the rights of the Holder of the Warrants evidenced by this
Warrant Certificate are limited to those expressed herein.

IN WITNESS WHEREOQF, the Company has caused this Warrant Certificate to be
executed this _ day of , 2004 by its President and Secretary, thereunto duly
authorized.

LYONS BANCORP, INC.
By:

Robert A. Schick, President
ATTEST:

,Secretary
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PURCHASE FORM
[FOR RESIDENTS OF NEW YORK STATE]
[To be executed on exercise of the Warrants evidenced by this Warrant Certificate]
TO: Lyons Bancorp, Inc.
The undersigned, the holder of the Warrants evidenced by the attached Warrant

Certificate, hereby irrevocably elects to exercise the purchase right evidenced by the Warrant
Certificate for, and to purchase thereunder, shares of Common Stock of Lyons Bancorp, Inc., and

herewith makes payment of S ) for those shares, and requests that the
certificate representing those shares be issued in the name of and
delivered to , whose address is

and represents that the undersigned is a resident of the State of

Dated:

Signature(s) of Registered Holder(s)

Note: The above signature(s) must correspond with the
name as written on the face of this Warrant
Certificate in every particular, without alteration or
enlargement or any change whatsoever.
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PURCHASE FORM
[FOR RESIDENTS OF FLORIDA, NORTH CAROLINA AND SOUTH CAROLINA]
[To be executed on exercise of the Warrants evidenced by this Warrant Certificate]
TO: Lyons Bancorp, Inc.
The undersigned, the holder of the Warrants evidenced by the attached Warrant

Certificate, hereby irrevocably elects to exercise the purchase right evidenced by the Warrant
Certificate for, and to purchase thereunder, shares of Common Stock of Lyons Bancorp, Inc.

(“Lyons Bancorp”), and herewith makes payment of (5 ) for those
shares, and requests that the certificate representing those shares be issued in the name of
and delivered to , whose address is

The undersigned further represents and warrants to Lyons Bancorp in connection with the
exercise of the purchase right evidenced by the Warrant that:

1. The undersigned is a resident of the State of

2. The offer and sale of common stock to be issued upon exercise of the Warrant
have not been and will not be registered under the securities laws of the states of Florida, North
Carolina, South Carolina or any other states, and the undersigned may be required to hold them
for an indefinite period of time. Additionally, the common stock may not be sold, hypothecated,
assigned or otherwise transferred for an indefinite period of time, and unless and until registered
under the applicable state securities laws, or unless Lyons Bancorp has received an opinion of
counsel or other evidence satisfactory to Lyons Bancorp and its counsel that such registration is
not required. The undersigned acknowledges and agrees that any certificate representing the
common stock shall bear a legend to this effect.

3. The undersigned is purchasing the common stock for his or her own account, for
investment purposes only, and not with a view to, or for resale in connection with, any
distribution thereof. The undersigned does not have any present intention of selling or otherwise
transferring the common stock , or any interest therein.

4. The undersigned is not making an investment decision based on any general
solicitation or advertisement by Lyons Bancorp. The undersigned has a pre-existing personal or
business relationship with either Lyons Bancorp or one or more of its executive officers or
directors.

5. The undersigned is able to evaluate and bear the economic risk of an investment
in Lyons Bancorp, and the undersigned’s investment through the exercise of this Warrant does
not exceed ten percent (10%) of the undersigned’s net worth.

6. Prior to the exercise of the Warrant, the undersigned was given reasonable access
to, and full and fair disclosure of, all material information with respect to Lyons Bancorp. The
undersigned has had the opportunity to ask questions of, and receive answers from,
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representatives of Lyons Bancorp concerning Lyons Bancorp. Any questions raised by the
undersigned have been answered to the satisfaction of the undersigned.

7. The foregoing representations, warranties and acknowledgments are true and correct
as of the date hereof, and each such representations, warranties and acknowledgments shall survive
the undersigned’s purchase of the common stock hereby. The undersigned agrees to notify Lyons
Bancorp immediately after the time that any such representation is no longer true and correct.

Dated:

Signature(s) of Registered Holder(s)

Note: The above signature(s) must correspond with the
name as written on the face of this Warrant
Certificate in every particular, without alteration or
enlargement or any change whatsoever.
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TRANSFER FORM
[To be executed only upon transfer of the Warrants evidenced by this Warrant Certificate]

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers unto
the Warrants represented by the within Warrant Certificate, together
with all right, title and interest therein, and does hereby irrevocably constitute and appoint
Attorney-in-Fact, to transfer same on the books of the Company with
full power of substitution in the premises.

Dated:

. Signature(s) of Registered Holder(s)

Note: The above signature(s) must correspond with the
name as written on the face of this Warrant
Certificate in every particular, without alteration or
enlargement or any change whatsoever.

WITNESS:

(472628:}
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Exhibit
Number
2.1(a) Certificate of Incorporation of Lyons Bancorp, Inc.
2.1(b) Certificate of Amendment of Certificate of Incorporation of
Lyons Bancorp, Inc. filed with the New York Department of
State on July 29, 1987
2.1(c) Certificate of Amendment of the Certificate of Incorporation
of Lyons Bancorp, Inc. filed with the New York Department
of State on March 31, 1997
2.1(d) Certificate of Amendment of the Certificate of Incorporation
of Lyons Bancorp, Inc. filed with the New York Department
of State on December 30, 2003

2.2 Bylaws of Lyons Bancorp, Inc.

3.1 Form of Stock Certificate

32 Form of Warrant Certificate (filed as Exhibit B to Offering
Circular)

33 Floating Rate Junior Subordinated Deferrable Interest
Debenture of Lyons Bancorp., Inc. dated June 27, 2003, in
favor of Alliance Bank, N.A., as Institutional Trustee for
Lyons Capital Statutory Trust I (omitted pursuant to Part III,
Item 2(3)(b), but the issuer agrees to provide to the
Commission upon request)

34 Indenture dated as of June 27, 2003, between Lyons
Bancorp., Inc. and Alliance Bank, N.A., as debenture trustee
(omitted pursuant to Part III, Item 2(3)(b), but the issuer
agrees to provide to the Commission upon request)

4.1 Shareholder Offering Order Form with Order Form Rider

4.2 Community Offering Order Form with Order Form Rider

6.1 Employment Agreement with Robert A. Schick dated

{457907:}

February 19, 2003
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" Exhibit
Number

{457907:}

6.2

6.3

6.4

6.5

6.6

6.7

6.8

6.9

6.10

10.1

10.2

11

Employment Agreement with Clair J. Britt, Jr. dated
February 19, 2003

Executive Salary Continuation Agreement between The
Lyons National Bank and Robert A. Schick dated
September 26, 2001

Executive Salary Continuation Agreement between The
Lyons National Bank and Clair J. Britt, Jr. dated
September 26, 2001

Life Insurance Endorsement Method Split Dollar Plan
Agreement between Robert A. Schick and The Lyons
National Bank dated September 26, 2001

Life Insurance Endorsement Method Split Dollar Plan
Agreement between Clair J. Britt, Jr. and The Lyons
National Bank dated September 26, 2001

Life Insurance Endorsement Method Split Dollar Plan
Agreement between Kenneth M. Burt and The Lyons
National Bank dated September 26, 2001

Executive Salary Continuation Agreement between The
Lyons National Bank and Kenneth M. Burt dated
September 26, 2001

Employment Agreement with Kenneth M. Burt dated
February 19, 2003

Director Fee Continuation Agreement with non-employee
directors of The Lyons National Bank, and Schedule

Consent of The Fagliarone Group, P.C.

Consent of Woods Oviatt Gilman LLP (to be filed by
amendment)

Opinion of Woods Oviatt Gilman LLP as to the legality of
the common stock and warrants covered by the Offering
Statement (to be filed by amendment)



Exhibit
Number

12.1

13.1

15.1
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Tombstone Advertisement
Solicitation of Interest Document dated January 22, 2004

Management interview
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S gy Erwierr 2.1(a)

A . . . CERTIFICATE OF INCORPORATION - .

OP " - . cenr NE T
: , LYONS BANCORP,. INC. . '
(Under Section 402 of the Business Corporation Law)

Sore : L. - . .
e . LR . .. -

THE UNDERSIGNED, being of the age of eighteen years| or “over,-&=-
under Section 402 of the New York Business Corporation [Law, -does

.
? L

hereby'sgt forth:
(1) The name of the Corporation is

'LYONS BANCORP, INC.

(2) The purposes for which it is formed are: to engage in any
lawful act or activify'for which corporations may be formed under the

New| York Business Corporation Law; provided, however, that this

Corgoration is not formed to engage in any act or activity requiring
the jconsent or épproval of any state official, department), board,

agengcy or other ﬂodf without such consent or approval first being

\ . .o .

obtained.
(3) " The office of the Corporation is to Dbe located| in' the

Village of Lyoﬁs; Cbuﬁéy of Wayne.-Staté of New York.

-

(4) The éggre§ate number of shares which the Corporaticen shall

have | the authorityﬁ to 'issue 'is nineteen thousand five |hundred

(19,500) shares, of the .par value of ten dollars ($10) each.

(5) The name and address of the registered agent is:

*»

ﬂborothy L. Schlee
33 Dickerson Street

A ' ' Lyons, New York 14489

‘Said egistered agent is to be the agent of the Corporation upon whom

N

process against it may be served.

{468314.pdfy | °
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L U

B

(6) The accounting period Which:;the. Corporation intends to

establish as its first calendar year for reporting the frapchise tax

on business corporations imposed by Article 9-a of the tax law is its

first calendar year, 1987. . . o S
(7)_ No holder of shares of the _Corpofation of any ‘class as
such, shall have the preemptive right to subscribe for or t¢

any shares of any class of the Corporation or any other securities of

the Corporation, whether such shares of such class are now .or here-~
after authorized.
(8) The following provisions are hereby agreed to for| the pur-

pose of defining, 1limiting and regulating the exercise of the

authority of the Corporation, or of the directors, or of all of the

shareholders:

The Board of Directors is expressly authorized to set apart out

of |any of the funds of the Corporation available for dividends a

reserve or reserves for any proper purpose or to abolish |any such

reserve in the manner in which it was created, and to purchase on
- behalf of the Corporation any -shares issued by it to the extent of

the | surplus of the aggregate of its assets over the aggregatie of its

liabilities plus stated capital.
The Corporation may in its bylaws confer powers upon its Board

of Directors in addition to the powers and authorities conferred upon

it expressly by the New York Business Corporation Law.

Any meeting of the shareholders or the Board of Directors may be

held at any place within or without the State of New York in the man-

ner provided for in the bylaws of the Corporation.

b purchase -




N

like

~Inm

iaries operate or are located;

the

With the exception of Article.(Q)_hereof.~which may

ohly by the requisite shareholder .vote specified

amendments. to
and

to time, .

_th

‘any- proposal or proposxtlon requiring the

erein, . any

the certificate of incorporation may be madeg f;oﬁ‘fiﬁe'

shareholders may be authorxzed from .time to time .by: the.affzrmatxve

vate ofmtheaholders~of.shares entztllng‘them to exercxsg
the voting power of the Corporation.

(5)

of

Evaluation of Business Transaction.

is
evaluating
Per

a proposal

Board of Directors of the quporation shall,

offer, thé

to |considering the adequacy of the amount to be paid in
wit

other factors wh1ch it deems relevant'

a Business Transaction or a proposal by another

by another Person or Persons  to make a tender ox

in

(i) the social and

connection with the exercise of its judgment in determining what

in the best interest of the Corporation and its shareholders when

Person or

rsons to make.a Business Transaction or a tender exchangi offer or

exchange

donnection

h any such transactzon, consider all the following factors and any

economic

effects of the transaction on ‘the Corporatlon and lts sub51éia;ies,,

loan and‘othe: customers,

employees, depositors,

elet

tions and earnings prospects of the acquiring Person or

including, but not limited to,

subs

Corporation and its subsidiaries operate or are located,

creditors

2hents of .the communities in which the Corporation and it

{ii) the business and financi

possible effect of such conditions upon the Corporation

idiaries and the other elements of the communities in

d other
,Subsid-
1 condi-

Persons,

debt service and other existing or

ly financial obligatiéns of the acquiring Person or PerJons, and

which the

ahd (iii)

v;tmajor;ty_

addition

and its

be amended

acfion of .

-




N

the competence, experience, and integrity of the acguiring Person or

Aersons and its or their management.

Therefore, the affirmative vote of the holders of not .less -

rt

an eighty percent” (BO%) of the Voting Stock shall be required for

e approval or authorization of any Business Transactigns -with a-

(24

Related Person, or any Business Transaction in which a Reldted Person .
has an interest (except proportionately as a shareholdef): provided,
however, that the eighty percent (80%) voting requirement|shall not

be applicable if (i) the Continuing Directors, who at| the time

constitute at least a majority of the entire Board of Difectors of

the Corporation, have expressly resolved, by at least a two-thirds
vote of suéh.Continuing Directors, to recommend to the shTreholders
thT Business Transaction, or (ii) all of the following conditions are
satisfied: g .

(A) The Business Transaction is a merger or donsolida-
tion and cash or‘fair market value of property, sécutities or
other coas;deratlon to be recelved per share by all hplders of
the then outstanding Common Stock of the Corporatidn ‘(other

than such Related Person) in the Business Transactipn is at

least equal in value to such Related Persons Highest |Purchase

Price;

(B) After such Related Person has become the B#neficial

Owner of not less than ten percent (10%) of the Voting Stock

of the: Corporatioh and prior to the consummation jof such

Business Transaction, such Related Person shall not have

become the Beneficial Owner of any additional shares off Voting

Stock -or securities- convertible into Voting Stock,| except




",
N

ﬂi)A as a part of the transaction which resulted in - such

pro rata stock dividend or stock split; and

(C) . Prior to the consummation of such Businefs Transac-

"tion, such_ Related Person shall not have, direct

-rectly, (i) received the benefit (except proportio

shareholder) of any 1loan, advances, guarantees,;p edges, or

material change in the Corporation's business T equity _

capital structure, including the issuance of shares pf capital

ACorporation or any of its subsidiaries, or (ii). .
stock of the Corporation to any third party.

The Pu:poses of This Afticle

(1) The term “Business Transaction" shall mean.(a):

consolldatlon involving the Corporation or a subsidia

Cor oratlon, (b) any sale, lease. exchange. transfer or oth T dlspo-“

sition (1n one transactlon or a serzes of transactions), 'ncludzng

wit lout limitation a mortgage or any other security dev1ce, of ail

ﬂby Substantial Part.of the assets either of the Corporat on'or of

a subsidiary of a Corporation, (c) any sale, leaae, exchange, trans-

ration,

of a

r other disposition of all or any Substantial Part of thHe assets
; entity to the Corpdfation or a subsidiary of the Cor

exchange, transfer or other disposition by

(d) the issuance, sale,

“the orporation or a subsidiary of the Corporation of any seturities

of the Corporation or any subsidiary of the Corporation, (e) any




s, is the Beneficial Owner of not less than ten percent (10%) of

voting'sﬁock of the c'or;poration:.‘ (1) at the time the definitive

app
tor
mination of Shareholders gntitl'e_d to notice of and to vot

consent to, the Business Transaction, and (b) shall mean anc

any

wholly owned subsidiary of the Corporation, or any trustee| of, or

fidugiary with respect to, any such plan when acting in su capa-
lcity |

(iii) The term "Beneficial Owner" shall be defined by refer-
ex as in

ence lto Rule 133-3 under the Securities Exchange Act of 1934




cast| by such shares.

erson o;\entity;which,has';he,;ightﬁto,acquire any Votipng Stocg,at

PR

pursuant to any agreement, arrangement or understanding upon exercise

the rights, warrants or options, or otherwise, 'shall be beﬂefiéiai

owner of such Voting Stock. ‘ ‘ R

(iv) ' The term “Highest Purchase Price” shall mean the highest

amount of consideration paid by such Related Person for .share of -

Common Stock of the Corporation within two years prior td the date

such Related Person became the Beneficial Owner of not less than ten

percent (10%) of the Voting Stock:; and if such stock is noti listed on
anI principal exchange,
p

respect to 'a share of stock during the 30 day period pre¢edihg'the

date in question -~:.or if no quotations are available, the fair wmar-

ket value on the date in gquestion of a share of such stock |as deter-

mined by the Board in;gqod<faitﬂ. SRR : e

of capital stock of the Corporation ‘entitled to vote generally in the

election of directors, considered for the purpose of this Afrticle as.

one | class; provided, however, that if the Corporation has shares of’

Voting Stock entitled to more or less than one vote for jany such

share, each reference to a proportion of shares of Voting StqQck shall

be deemed to refer to such proportion of the votes entitled to be

(vi) The term "Continuing Director" shall mean a diregctor who

either was a member of the Board of Directors of the Corpora;ioh

ffect on March.l,.1984; provided, however, and .without|limitation,

ny individual, corporation, partnership, group, association or other

ny time in the future, whether such .right is contingent;cr'abéoluté,<'

(v) The term “Voting Stock” shall mean all outstandiné'spares.

the highest. closing bid quotation with




Pi

Lior to the time such Related Person became a Related Pekson -or . who -

sﬁbsequently became a director of the Corporation and whosk election,

or nomination for - eiectiqn by the- Corporation's 'stockﬂolder,g»ﬁas

Directors then on the Board.

,
sent

ext

Bugsiness Corporation Laws.

it
ni

tha

or

tion,

nes%

granted subject to this reservation.-

tent permitted under, and subject to the limitations of| New

approved by a vote of at least three-quarters of the cdnﬁiduing

P RIS
<

(11) The Corﬁération shall have the power to indemnify its pre-

and past directors, officers, employees and agents, and such

other peréons as'iq_shallvhave the power to indemnify,:tw the £full

" York

The Corporation may, upon the affirmative vote of a majority of

Board of Directors, purchase insurance for the purpose |[of indem--

ing its directorQ. officers, employees and agents to the ‘extent

such indemnification is allowed in the preceding paragfgaph.

{12) The corporation reserves the right to -amend, altdr, change

repeal any provision contained in its certificate of incorpora-

in the manner now or hereafter prescribed by the New rk Busi-

Laws, and all rights conferred upon shareholders hdrein are

Charles D. Niehaus, Incogporator
3178 Republic Blvd. N. ‘

Suite 2
Toledo, Ohio 43615

- o e




ca

' State of Ohio

County of Lucas

On this

me, Charles D.

person described

in

corporation.

S.5.:
)

‘day of ‘ » 1986, before me

Niehaus, to me known, and known to me

in and who executed the foregoing  cert

personally

to be the

Notary Public

My commission expires

ificate .of N
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- .. CERTIPICATE OF mznws-r

' - .o ' oF THE
T : . . CERTIPICATE OF xur:onovwrxou - —
- or . - .
' * L. - . LYONS BANCOKP, ING. . .
T ' (Under Section 805 of the Buctnou cgrporuion Law) IR
= — |
™  The undck‘ﬂgned. boing Incorporator, does horoby certity and set )
zoztb: - .
w (1) The nau of the corporation ia : .
e T --—-Wuc. Terer e oo oo e —e—

(2) The certificate ot incatporntlon wan €i1ed by the" Depart-
ment of State on ehc ISCh day o! Apru.. 1987,

- c—

- e e
{3) . Paragraph (4) of’ the cq:tiucuo of incorporation of LYONS

BMICORP. INC., which sets.forth the 4ggregate nusber of sharmsa ich

the Corporation shall have the cuthority to issue, ia Jhershiy amanded - o

to zcad as follows: . . .. . . .-/!., y

@ emeumty Sepmen
- — o

. “The aggregate number ot “fhares Vhich fhe chporaticn shall have

tha authority to issue is twenty thousand two hundred. £ifty (20,R50)—~
hares.—of _the. par. valuye _of _ten.dollars {$10) each, such shares shall

be radeemable at the option of the Corporation. -

a (4) A Boatd of Diroc:on has not yet been appointed, there are
* no directors, officers. .shareholders or.subacribers of, stock, thera- . ..
"t ~-fore, ‘authorization- of thiw nnndun: "is""by’ Chailew 'U. Niahjus,
Incorpotator. * - ,

_IN_ WITNESS WMERFOP, ‘the undersigned fave a.) _exacuted.|and | _
signed- this ‘certiticate-this /3 day of ~. 19a7, - |, ,

e . . o 'E‘éq‘téotowlog%-, Incorporator

State of Ohio ) . .
. . ' §81 . .
3 ’ County of Lucas) . .
-y bt  ctor— - . -—.-.— - o

I theceby coru/gtxdthat the abqve, Charles D. Niehaus, dtd appear
before -me on this ay of July, 1387, and acknowledged the sign ‘ng
a0 f- hic mno to-he hie- vol.untuyanct aand- dud- - 3“ LT s

[E S - * e e

0

-

. "IN wrrHess ’wgmp. I hava h‘cuun:a subecribed my nase Aand .
... sffized my official seal on this&™day of July, 1987,

e, - Notery Publia wn

Moo & m o TIIITET e s e - e 3ALLY A..Ol N — ——" .
ERRRE T . h M . Notary Feblic, Stete ‘ot 0N

. h -~ My Cn?“d« M“ Naxch 2%, "“

e

»
-
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the _lncogporator ) of _Lyona Bancorp,. Ine.
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AIDF

N N ——

~ M@wt&pwméf‘wnnabnfhmnmcqmmmﬁ Law, ths -
undersigned Jotm J. Wemer, Jr. and Shiriey A, Sbarpe, baing respectively the &
CEO and Secretary of the Lyons Bancorp, Inc..dohembywufyqfoﬂom

9 oo vmoen - RiDF-24

CERTIFICATE OF :NCORPDRA'I'!DN
0

LyoNs BANCORP, INC,

" Under Section 805 of the

1. The sams of the corpacation is LYONS BANCORP, INC.

- 2, Thbe Cetificatr of Incorporaticn of the corporation was filed by the
Department of State of the State of New York on April 15, 1947.

3. Pmtph@)oﬂhnCuﬂﬂcshoﬂm&ponﬁono!h Traration
which sets forth the sggregate oumber of shates which the corpoxs nn
ahall have the suthority to issue, Is bereby mmepded a0 as ta (8) chay
the agthorized ghares of the cofpocation from 20,250 shares, havie
par valuc of $10.00 per shure (*Otd Shares®), into 500,000 cam
ghare;, havicg & par valus of §.30 per share (“New Shares”), an
change each of the 15,200 presently luned Qld: Shares fnto 20 Ne

fmgomamammwmwmmomdmm :
New Shares in place of 5,050 suthorizad and npitsned Old Shares.
mmdcupiaioftbccotpoﬂhmwmnotbocbwgcdulmltddﬂs
amendment. In ordar to effect such changes in the corporation’s
shares, paragraph (4) of the Certificatc of Incorporation of the
_corporaﬂnn,ashe:emfmmezdad lsheubyxnendadm:cadln

catirety as fonows.

") The:utal oumber of shares which the corporation ghal
have the sutherity to issus is 500,000 common shares, par

§.50 per shace.,

< =

T . BB 2.1(0)
ROM : ACCELERATED INFD amwa.wa? 97033190 0088 . 50 ot nea




FROM : ACCELERATED INFQ AND DOCLMENT

—

4. The forcgaing amendment

majority

CORPORATEICONS_{ CITXP 1)

vots thereon at & of
 the 26k duy of Ww e 3

of the Certificate of Incorporatic
anthorized by the affirnative vots of the Board of Directo:
tion {ollowed by the affirmative vote of the holders b

of all common shares of the coparatic

the sbarebolders duly called ap

MAR. 31. 199J? 19:52eM P 5
PHOKE NO. ¢ S181434 384¢
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AIDE-24 . F 970331000889
CERTIFICATE OF ‘
& AMENDMENT
.
:{ ) c'_"j OF
3 :_:_: | LYONS BANCORP, INC. |
!
. Y '
%{i{? \6 (o)
= o GTATE OF NEW YORK
4 QEPARTMENT OF STATE
;- :?r: :&ESZD MAR 3 1997
5 BY: ﬁ%z
AIDF-24
Khristne E. Peacock ' ’ '
%:i:g E%?:sz:::%k Documens Piling, Inc. B I[L L]E D
970331000 108
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a

into 2,000,000 common shares, having a par value of $.50 per share. To accomp
faregoing amendment, Paragraph 4 of the Certificate of Incorporation, as heretofore ameg

h

v
Ve

in

805 of the New York Business Corporation Law, does hereby certify as follows:

f State on April 15, 1987.

anthorized by Section 801 of the New York Business Corporation Law to change the nu

ﬂm under the penalties of perjury, that the statements contained herein have been ex

{433460:)

EXHIBIT 2.1(d)

CERTIFICATE OF AMENDMENT
OF THE '
/ CERTIFICATE OF INCORPORATION
OF
LYONS BANCORP, INC.

Under Section 805 of the Business Corporation Law

The undersigned, being the President of LYONS BANCORP, INC., pursuant td

1. The name of the corporation is LYONS BANCORP, INC.

Section

2. The Certificate of Incorporation of the Corporation was filed by the Department

3. The Certiﬁéate of Incorporation, as now in full force and‘effect, is amclnded, as

mber of

thorized shares of the corporation from 500,000 shares having a par value of $.50 pgr share,

reby amended to read in its entirety as follows:
“The total number of shares which the corporation shall have

authority to issue is 2,000,000 common shares, par value $.50 per
share.” - »

te of the holders of a majority of the outstanding common shares of the corporation en
te thereon at a meeting of shareholders duly called and held on December 29, 2003.

IN WITNESS WHEREOF, the undersigned has executed this Certificate of Ame
the name and on behalf of Lyons Bancorp, Inc., on the 29 day of December, 2003, a

d are true, correct and complete.

LYONS BANCORP, INC.

Byz@:v?vy /M A

s Robex;t/gchick, President

lish the
mded, is

4. The foregoing amendment of the Certificate of Incorporation was duly authorized
by the affirmative vote of the Board of Directors of the corporation followed by the affirmative

fitled to

ndment
nd does
jamined
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|

CERTIFICATE OF AMENDMENT
TO THE
CERTIFICATE OF INCORPORATION
OF
LYONS BANCORP, INC.

UNDER SECTION 805 OF THE
BUSINESS CORPORATION LAW

WOODS OVIATT GILMAN LLP
700 CROSSROADS BUILDING

' 2 STATE STREET

ROCHESTER, NEW YORK 14614
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EXHIBIT 2.2

LYONS BANCORP, INC.
LYONS, NEW YORK |

BYLAWS

Organized Under New York Business Corporation Law.
ARTICLE I
- OFFICES

SECTION 1. PRINCIPAL OFFICE. The principal office of the Cor-

ation shall be located in the Village of Lyons, County of Wayne,

’

te of New York.

SECTION 2. OTHER OFFICES. Corporation may also have such other
ices, as the board of directors may from time to timé determingﬁor
"business of tﬁe corporation may require, a
ARTICLE II

SECTION 1. PLACE OF _MEETING OF SHAREHOLDERS. Meetings of

reholders may be held at the main office of this Corporation, or -
such place, as may be fixed by the board of directors. o

SECTION 2. ANNUAL MEETING OF SHAREHOLDERS. A meeting of share-

hollders’ shall be held annually,'commencing on the second Tuesday of

January of each year, beginning in January, 1988, for the election of

directors and the transaction of other business. If the second Tues-

day
ing

fol

Pre
the

of

{468306.pdf}

DEC (9 28@3 !(3:256

 of January of each year is a legal holiday. then tbe,annual méet—
of shareholders shall be held on the next business day

lowing.

SECTION 3. SPECIAL MEETING OF SHAREHOLDERS. Special meeting of

reholders may be called by the board of directors (or by the
ident or the Secretary and shall be called by the President or

Secretary upon the written request of the majority of the board

directors or upon the written request of the holders of not léss

315 946 6215 gggs.az
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tHan 235 percent (253) of the outstanding shares entitled t voté on
tHe action proposed to be taken). Such call and written reéuest
sHall state the purpose or purposes of the proposed meetinj. Busi-
ness transactéd at any special meeting shall be confined@ toi'the
'purpose or purposes for which the meeting is called. ‘

SECTION 4. FIXING RECORD DATE. A board of directors may f£ix,

in| advance, as the record date for the purpose of determining- the
shareholders entitled to notice of or to v.ote at any xneeting= of
sereholders or any adjournment thereof, or to express consent. to or
dibsent from any proposal without a meeting, of for the purpose of
deTermining shareholders entitled to receive payment of any diviégnd
or| the allotmenti of any rights, or 'for the puréose of any ogﬁer

ac%ion.

SECTION S. NOTICE OF MEE’I’ING.OF SHAREHOLDERS . Written nc;tice
of | every meeting of4shareholders shall state the place, date[nand
hour of'meeting, and ‘unless it is the annual meeting, indicate‘thaﬁ
it [is being issued by or at the direction of the person o:vpegéqns
calliné the meeting. Notice of a special meeting shall also sééte
thqg pufpose or purposes for which the meeting is called. If, atlény
meﬂting. action is proposed to be taken which would, if taken,ﬁen—
tifdle shareholders fulfilling the statutory requirements to receive
payment for their shares, a notice of such meeting shall inclu@g‘a
statement of that purpdse and to that effect. A copy of the noé{ce
of lany meeting shall be given, personally or by maii, not less ﬁﬁan
ten (10) or more than fifty (50) days before the date of the neeﬁiqg.

to leach shareholder entitled to vote at such meeting.

SECTION 6. QUORUM OF SHAREHOLDERS. The holders of a major_l_ity

of |the shares entitled to vote thereat shall constitute a quorum at a

{468306.pdf}
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meeting of shareholders for the transaction of any business.| Despite

the absence of a quorum, the shareholders present may ad:ourn‘i the

o

ng
me
b

at

eting.

SECTION 7. PROXIES. Every shareholder entitled to vpte at a

eting of shareholders or to express consent or dissent uithoht a
eting may authorize another person or persons to act for him by
OXy. Every proxy must be signed by the shareholder ozf ﬁis

torney-in-fact. Every proxy shall be revocable at the pleasuré“of

tHe shareholder executing it, except in those cases where an irrevoc-

alb

shall be managed under the direction of its board of directors.

at|

le proxy is provided by law.
ARTICLE III

DIRECTORS L i

SECTION 1. BOARD OF DIRECTORS. The business of the Corporation

o

SECTION 2. QUALIFICATION OF DIRECTORS. <Each director shai% be

least 18 years of age. Each director shall be a holder of common

st?ck with a par value of not less than fifty dollars ($50) Nomi-~-

ne
di
th
ti
in

of
st
fr

of

ot

DEC !9 283 13:26

s ‘for the election of director shall be given to the board of
ectors with pertinent information concerning each nominee not' less
n sixty (60) days prior to the date of the meeting for the elec-
n of dlrectors. Such information pertalnzng to said nominee shall
tlude the name, current address. occupatlon. and brief descrlpFlon

employment history.

SECTION 3. NUMBER OF DIRECTORS. The number of directors.gqn—

tuting the entire board shall not be less than five (5) norl?ére

than twenty-five (25), the exact number of directors to be deterq%ged

m time to time by a majority vote of the whole board of directors
the Corporation, and such exact number shall be nine (9) uqtil
erwise s¢ determined.

? 315 945 8215 PAGE.B4
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SECTION 4. ELECTION AND TERM OF DIRECTORS. The board|of d&%ec-

ors shall be divided into three classes, as nearly equal |in nhmber

t

ds the then total number of directors constituting the wholefbéard
permits, thh the term of office of one class expiring each Wear. At
't%e annual meetlng of stockholders in 1988, directors of the first
class shall be elected to hold- offlce for a temm expiring at the ‘next
shcceeding annual meetlng( dlrecto;s of the second claSS'shaLL be
elLect’ed to hold office for a term expiring at the second succeé@ing
annual meeting, and directors of the third class shall be eleéféd to

hold office for a tem expiring at the third succeeding annual meet-

i?g. Any vacancies in the board of directors for any reason, and any

ngwly created directorships resulting from any increase in the number

off directors, may be filled by the board of directors, act;ng by a

majority of the directors then in office, although less than a
gyorum, and any airectors so chosen shall hold office until thehpext
e 9ction of the class for which such directors shall have been chbsen
and until their 'successors shall be elected and qualifiéd. o No
d rease in the number of directors shall -shorten the term ofhény
incumbent director. Notwithstanding'the foregoing, and excepé;as
otherwise required by law, the terms of the director or direc?érs
elected by such holders shall expire at the next succeeding anhﬁal.
meeting of stockholders. Subject to the fofegoing, at each a@bﬁal
ne tin§ of stockholders, the successors to the class of directors
whbse term shall then expire shéll be elected to hold office for a
te expiring at the third succeeding annual'meeting. Revision of
this Article III, Section 4--Election and Term of Directors §$éll
uire a 66 2/3 néjority vote of the common stock outstanding?énd

lified to vote at a special or annual meeting of shareholders.

13 2e83 13:28
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SECTION 5. REMOVAL OF DIRECTORS. Any or all of the $ire¢tors

shall only be removed with cause by a vote of a majority %f sﬁé!e—

halders. |

SECTION 6. QUORUM OF DIRECTORS. A majority of the entire Board

§

of directors shall constitute a quorum for the'transactionfdf busi-
ngss or any specified item of business.

SECTION 7. ACTION BY THE BOARD OF DIRECTORS. The vote of a

n3jority of the directors present at a meeting of the board of d@rec-
tors at the time of the vote, if a quorum is present at such'fime;
shall, except as otherwise provided by law, be the act of the-poard
of directors.

SECTION 8. WRITTEN CONSENT OF DIRECTORS WITHOUT A MEETING, Any

action required or permitted to be taken by the board of directors or
a committee thereof may be taken without a meeting if all ﬁémbg?g of
the board or the committee consent in writing to the adéptioﬁ;of a
resolution authorizing the Action. The resolution and the w;?tten
consents thereto by the members of the board or committee.shail be
filed with the minutes of the proceedings of the board or committee.

SECTION 9. PLACE AND TIME OF MEETINGS OF THE BOARD OF DIREC-

RS. The first meeting of each newly elected board of directors

f :
all be held immediately following the annual meeting of share-
lders and at the place thereof. Other meetings of the boé#@ of
irectors, regular or special, may be held at any place;:duly

esignated.

SECTION 10. NOTICE OF MEETING OF THE BOARD OF DIRECTORS. Regu-~

ar meetings of the board of directors may be held without notﬁberif
6
ime and place of such meetings are fixed by the Bylaws or by the

oard of directors. Special meetings of the board of directors{shall

DEC 138 2883 13:27 315 3946 8215 #QGE.@B
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be held upon notice to the directbrs. The notice shall %tate'the
place; date and hour of the meeting, and indicate that it is Béing
issued by or at the direction of the person or persons ca@lin& the
meeting. The notice shall be given personally (including t;leéhOnei
or by mail, not less than three (3) days before the date of meeting,

to each director.

SECTTON 1l1. EXECUTIVE COMMITTEE AND OTHER COMMITTEES. = The

bodard of directors, by resolution adopted by a majority of the entire
board of directors, may designate among its members am executive com-

milttee and other committees, each consisting of three (3) or more

dilrectors, and each of which, to the extent provided by the re$plu-
tibn, shall have the authority of the board of directors, except éhat
no| such committee shall have authority as to the following maﬁtefs;

1. submission to shareholders of any action that needs
shareholders' approval under law, X

2., The filling of vacancies to the board of directoféjor
in any commiﬁtee. -
= 3. fThe fixing of compensation of the directors for seféing
on the board of directors or on ahy committee. |

ARTICLE IV
OFFICERS

SECTION 1. NUMBER. The officers of the Corporation shall be a

Président, one or more Vice Presidents, a Secretary, and a Treasuﬁer,

each of whom shall be elected or appointed by the board of directé;s.

sudh other officers and assistant officers as the board of directors

may determine may be elected or appointed by the board of directors.

anyl two or more offices may.be held by the same person, except the

offlices of President and Secretary.

AV

6 i
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SECTION 2, ELECTION AND TERM OF OFFICE. The officerL ofAthe

Cog:por'ation to be elected or appointed by the board of directors
shpll be elected or appointed at the discretion of the board of

directors in such term of office for each individual officér as so

degignated by the board of directors.

SECTION 3. REMOVAL. Any officers elected or appointed by;the
board of di;ectors may be removed by the board of directors wiﬁﬁ or
without cause. |

'SEC¢ION 4. PRESIDENT. The President shall be the principal
executive officer of the Corporation and, sﬁbject to the contrdé of
the board of directors, shall in general supervise and control aii of
th business and affairs of the Corporation.‘ He Qhall, when preséﬁt,
preside at all meetings 6f the shareholders. He may sign, withathe
Sedretary, or any other proper officer of the Corporation theréﬁnto
authorized by the board of directors, ceriificates represenﬁing
shqres of the corpozation,'any deéds, mortgages, bonds, contracts; or
othler instruments which the board of directors has agthori;éd tgjbe
exﬂcutéd. except in cases where the signing and execution thegéof
shall be eﬁpressly delegated by the board of directors. o
| SECTION 5. VICE PRESIDENT(S). In the absence of the Pzesiaent

or |in the event of his death, inability or refusal to act, the Vice

PreLident shall perform the duties of the President, and when so act-
ing|, shall have the authority of and be subject to all rest}ict?bns
upon the President. 

SECTION 6. SECRETARY. The secretary shall: (1) Xeep the miﬁ—
.dteE of the proceedings of its shareholders, board of directors,.and
exegutive committee and other committees, if any, in one or more

pooks provided for that purpose: (2) see that all notices are duly

. 7 g
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given in accordance with the provisions of these Bylaws oL éﬁ‘ze—
qﬁired by léw; (3) be custodian of the corporate records and 6f the
Seal of the Corporation and see that the Seal of the Corpoiation‘is
afifixed to all documents, the execution of which on behalf of‘the'
Carporation under its seal is duly authorized; (4) sign with :the
Pﬁesident certificates rep;esenting shares of the Corporation, issu-
ance of which shall have been authorized by resolution of the §oard
og directors; (5) have general charge of the record of shareh§ia;rs
of] the Corporation; and (6) in general, perfofm.all duties incident
to| the office of Secretary and such other duties as from time to-time
may be assigned to him by the President or by the board of di:ec-

tors.

SECTION 7. TREASURER. If required by the board of directors,

the Treasurer shall give a bond for the faithful discharge of:fhis
duties in such sum and with such surety or sureties as the boaﬁd of
ditectors shall determine. He shall: (1) have charge and custody of
and be responsible for all funds and securities of the Coréoragign,
re ei&é and give ' receipts 'for monies due and payable toElﬁhe
Corporation from any source whatsoevef, and deposit all such'mégies
irlz.; the name of the Corporation in such banks, trust compa’nies&v or
6t'er depositories as shall be designated by these Bylaws or by'the
bodrd of directors; (2) have charge and custody of and be réspohsible
for the keeping of correct and complete books and records of accounts
of | the Corporation; and (3) in general,. perform all of the du;ies
inaident:to the office of Tieasurer and such other duties as from
time to time may be assigned to him by the President or by the géard

of |directors.

8
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SECTION 8. COMPENSATION OF OFFICERS. The compensation of of-

ficers shall be fixed from time to time by the board of dire torswand

officer shall be prevented from receiving such compensation by

reason of the fact that he is alsc a director of the Corporation.

ARTICLE ©

CERTIFICATE REPRESENTING SHARES, RECORD OF SHAREHOLDERS,
TRANSFER OF SHARES '

SECTION 1. CERTIFICATE REPRESENTING SHARES. The shares of the

_ Corporation shall be represented by certificates which shall be in

such form as shall be determined by the board of directors.

Th

SECTION 2. LOST, DESTROYED OR WRONGFULLY TAKEN CERTIFICATES.

board of directors may direct a new certificate or certificates

to| be issued in place of any certificate or certificates therefore

issued Dby the Corporation, allegéd to have been lost, apparently

th

degtroyed or wrongfully taken, upon the making af any affidavi;;of

t fact by the person claiming the certificate to be lost, appar-

en¢l§ destroyed or wrongfully taken.

at

SECTION 3. RECORD OF SHAREHOLDERS. The Corporation shall keep

its principal office, or at the office of its transfer agent, or

registrar in the State of New York, a record containing the names and

addresses of all shareholders, the number and class of shares held by

eaéh and the dates when they respectively became the owners of reéord

thd
whao

for

reof. The Corporation shall be protected in treating the persons

se names stand on the record of shareholders as the owners thereof

all purposes.

4,

SECTION 4. TRANSFER OF SHARES. Upon surrender to the cOrpoéa-

tign or the transfer agent of the Corporation of the certifidate

representing shares duly endorsed or accompanied by proper evidépce

13 2@83 13:27

315 3946 B215 ' PAGE. 1D

T

1




()

DEC-19-2003 13:22 LYONS NATIONAL BANK 315 3946 GZI% P.11

s
L

DEC

of

ti

sH

succession, assignment or authority to transfer, it shalll be.the

duyty of the Corporation to issue a new certificate to the person;en-

tled thereto and cancel the old certificate; every such tr nsfet of

ares shall be entered on the record of shareholders! of the

Corporation.
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ARTICLE VI
DIVIDEND :;;
The board of directors may from time to time require, andi@he
rporation may pay, dividends on its outstandiné shares in theLﬁan-
r and upon the terms and conditions prévided by law and in the dis-
etion of the board of directors.
ARTICLE VII
SEAL
The Se§1 of the Corporation shall be circular in form andi?&n—
in the name of the Corporation. o
ARTICLE VIII
WAIVER OF NOTICE

SECTION 1. WAIVER OF NOTICE TO SHAREHOLDER. Notice of meeting

need not be given to any shareholder who signs a waiver of notice, in

rson or by proxy, whether before or after the meeting. The atggn—
nce of any shareholder at a meeting, in person or by.pr;xy, uithqut
otesting prior to the conclusion of the meeting, the lack of nqtice
such meeting, shall constijtute a waiver of notice by him,

SECTION 2. WAIVER OF NOTICE TO DIRECTOR. Notice of a meeting

d not be givem to any director who signs a waiver of nétice

10 ' ‘
315 346 82195 PRGE. 11
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whether before or after the meeting, or who attends the meeting with-

t protesting, prior thereto or at ité commencement, the la?k of né—
ce to him. The waiver of notice need not ' specify the erpose of
y regular or special meeting of the board of directors. )
ARTICLE IX
AMENDMENT AND REPEAL

SECTION 1. AMENDMENT AND REPEAL BY THE SHAREHOLDER. These

Bylaws may be amended or repealed by vote of the shareholders_ en-

tled to vote in the election of any director. Such amendment or

r%peal by shareholders is only made effective with the approval vote

a simple majority of a quorum of shareholders brought together at
special or annual meeting, unless such amendment oOr repeal of a
ecific bylaw requirés a greater shareholder vote.

SECTION 2. AMENDMENT AND REPEAL BY THE BOARD OF DIRECTORS.

ese Bylaws may also be amended or repealed by a majority offthe
rd of directors, unless such amendments or repeal of a speéi#ic

law requires a majority or greater shareholder vote.

M TOTAL P.12
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NOTICE: THE CERTIFICATE OF INCORPORATION OF THE CORPORATION CONTAINS PROVISIONS SPECIFYING (1) THAT THE

PROPORTION OF HOLDERS THAT SHALL CONSTITUTE A QUORUM AND THE PROPORTION OF VOTES OF THE HOLDERS OF
VOTING SHARES THAT SHALL BE NECESSARY AT ANY MEETING OF SHAREHOLDERS FOR THE TRANSACTION OF SPEC!-
FIED ITEMS OF BUSINESS INCLUDING AMENDMENTS TO THE CERTIFICATE OF CORPORATION RELATING TO SUCH PROVI-
SIONS SHALL BE GREATER THAN THE PROPORTIONS PRESCRIBED BY THE NEW YORK BUSINESS CORPORATION LAW IN
THE ABSENCE OFF SUCH PROVISIONS AND (2) THE PROPORTION OF DIRECTORS THAT SHALL CONSTITUTE A QUORUM AND
VOTES OF DIRECTORS THAT SHALL BE NECESSARY AT ANY MEETING OF DIRECTORS FOR THE TRANSACTION OF SPECI-
1D ITEMS OF BUSINESS SHALL BE GREATER THAN THE PROPORTIONS PRESCRIBED BY THE NEW YORK BUSINESS
CORPORATION LAW IN THE ABSENCE OF SUCH PROVISIONS.

The tollowing abbreviations. when used in the inscription on the face of this certificate. shall be construed as though they were writlen out
in Full according t applicable Taws or regulations. Additional abbresiations may also be used though not in the list.

TENCOM  —astenants in common . UNIFGIFTMINACT - ... Custodian ....ooooooees (Minor)
TEN ENT - as tenants by the entireties under Uniform Gifts to Minors Act oo o cooiioiiaaas (State)
JTTEN — ds joint tenants with right of survivorship

and not as 1enants in common PLEASE INSERT SOCIAL SECURITY OR OTHER

IDENTIFYING NUMBER OF ASSIGNEE

Forvalue received, the undersigned hereby sells, assigns and transfers unto (

represenied by the within Certificate, and hereby irrevocably constitutes and appoints o...o.o.oocoooooooomoo.

saasieym abueyo Aue 10 nuawabeud

10 suonedle noyim aenoived Asans wr 21@1130
8yl jo @0} 9y} uodn udljum SB BWERY 3yl ypm puods

________________________________________________________________________________________________ Attorney 1o transfer the said
shares on the bookys of the within-named Corporation with full power of substitution in the premises.
Dated oo

-81309 15w uawubisse siy) 0y a:meutss 8yL 3DNLON



EXHIBIT 4.1

LYONS BANCORP, INC.
SHAREHOLDER OFFERING ORDER FORM

Your Properly Completed Order Form MUST BE RECEIVED
By Lyons Bancorp, Inc. before 5:00 p.m., New York Time
On April 15, 2004

NUMBER OF UNITS

Fill in the number of units you wish to purchase and the total amount due.
No fractional units will be issued. The minimum purchase is 100 units
unless you are a current shareholder or an employee of the bank. Current
sharcholders may purchase any amount of units. Bank employees may
purchase a minimum of 25 units. We reserve the right to accept or reject
any part or all of any subscription.

Total Number of Units Offering Price Amount Due
X 3 = §

METHOD OF PAYMENT

Fill in the appropriate spaces that show how a)u wish to pay for the units.
Checks, bank drafts or money orders should be made payable to Lyons
Bancorp, Inc. If paying by withdrawal, write in the account number(s).

Enclosed is a check, bank draft or money order payable to Lyons Bancorp,
Inc. for §

I authorize withdrawal(s) from the following The Lyons National Bank
account(s).

Accounit Number(s) Amount

Total Withdrawal

OWNERSHIP REGISTRATION OF SECURITIES

Print the name(s) in which you want the stock/warrants registered. If you
are a depositor using a deposit account to purchase units, you must take
ownership in at least one of the account holders’ names. See the reverse
of this form for registration guidelines. .

Enter the Social Sccurity Number (Tax LD. Number) of the registered
owner. Only onc number is required.

" Indicate the manner in which you wish to take ownership by checking the

appropriate box, If necessary, check “other” and write in such ownerships
as corporation, trust ot estate. If units are purchased for a trust, the date of
the Trust Agreement and Trust Title must be included.

Name(s) in which your units are to be registered

Social Security Number or Tax. LD. No.

Address

City State Zip Code

Q Individual Q Joint Tenants Q Tenants in Common
Q Uniform Offer to Minors Q Other

STATE OF RESIDENCE
Please complete to indicate the state of your residence.

The undersigned represents and warrants that he/she is a resident of
the State of

BANK AFFILIATION

Check this box if you are a director, officer or employee of the Bank or
the Company.

Q The undersigned is a director, officer or employee of the Bank or the
Company.

NASD AFFILIATION

Under regulations of the National Association of Securities Dealers, Inc.

{“NASD™), members of the NASD and their associates will be deemed to

have agreed (1) not to sell, transfer or hypothecate the stock/warrants for a

period of 90 days following issuance, and (2) to report this subscription in

m‘n'm% to the applicable NASD member within one (1) day of payment
Creot.

O The undersigned is an owner, director, officer, partner or employee of
an NASD member firm, or is an associate of any such person.

TELEPHONE INFORMATION

Plcase enter daytime and evening telephone numbers where you may be
contacted in the event we cannol execute your order as given.

Daytime Telephone ( _____)
Evening Telephone ()

ACKNOWLEDGEMENT

Sign and date the form. When purchasing as a custodian, corporate officer,
cte,, add your final title to your signature. An additional signature is
required only when payment is by withdrawal from an account that
requires more than one signature to withdraw funds,

DEADLINE

The form, properly executed and with the correct payment, must be received
before the close of the Shareholder Offering on April 15, 2004 at 5:00 p.m,
New York Time, Order forms will be deemed received upon the date and
time of delivery of the forms to the main office of thc Bank. This form is
to be returned by mailing it in the enclosed postage-paid envelope or by
delivering it to \)}lle main office of the Bank, For assistance, please call
Lyons Bancog, Inc. at (315) 946-4871, Monday through Friday, 8.00 a.m.
to 5:00 p.m. Registration guidelines are printed on the reverse of this
form for your convenience.

We have informed you that Lyons Bancorp. Inc., a New York corporation
(“we,” “us™ or “Lyons Bancorp™), is offering up to 80,000 units consisting of
one share of our cormmon stock and a warrant to purchase one share of our
common stock, at a price of § per share payable as provided herein
and as described in and offered pursuant to the Offering Circular dated

, 2004 fumished with this Order Form, to the undersigned (the
“Offering Circular™). By executing this Order Form, you acknowledge receipt
and review of the Offering Circular and agree to ail the terms and conditions
of the offering as described in the Offering Circular with respect to the sub-
scription and order to purchase the number of units referred to below. You
agree that once this Order Form is tendered to Lyons Bancorp, it may not be
withdrawn and that the agreement created hereby shall survive the death or dis-
ability of the undersigned. This Order Form is not binding on Lyons Bancorp
until accepted by Lyons Bancorp. You further acknowledge receipt and review
of the Order Form Rider for offeree residents of the State in which you reside.
You also agree to the terms and affirm the representations and warranties set
forth therein, and agree that the same are made a part of this Order Form.

I certify that; (1) the Social Security Number or Tax 1.D, Number

listed above is correct, and (2) [ am not subject to back-up withholding.

1 also certify that I am purchasing the units only for my own account and
I have no agreement or understanding for sale or transfer of the units.
Instruction: You must cross out #2 above if you have been notified by the
Intemal Revenue Service that you are subject to back-up withholding because
of under-reporting interest or dividends on your tax return.

(Sign Here)

Signature “Date
(Sign Here)
& ~ Signature “Date




IMPORTANT INFORMATION

NEITHER THE UNITS NOR THE COMMON STOCK NOR THE WARRANTS REPRESENT A DEPOSIT ACCOUNT OR OTHER
OBLIGATION OF LYONS BANCORP, INC., NEITHER THE UNITS NOR THE COMMON STOCK NOR THE WARRANTS ARE
OR WILL BE INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION OR ANY OTHER GOVERNMENT AGENCY.

BY EXECUTING THIS ORDER FORM, THE UNDERSIGNED ACKNOWLEDGES THAT THE UNDERSIGNED IS NOT WAIVING
ANY RIGHTS HE OR SHE OR IT MAY HAVE UNDER THE FEDERAL SECURITIES LAWS, INCLUDING THE SECURITIES
ACT OF 1933 AND THE SECURITIES EXCHANGE ACT OF 1934.

GUIDELINES FOR REGISTERING STOCK AND WARRANTS

FOR REASONS OF CLARITY AND STANDARDIZATION, THE STOCK TRANSFER INDUSTRY HAS DEVELOPED UNIFORM
STOCKHOLDER REGISTRATIONS WHICH WE WILL UTILIZE IN THE [SSUANCE OF YOUR LYONS BANCORP, INC.
STOCK CERTIFICATE(S) AND WARRANT CERTIFICATE(S). IF YOU HAVE ANY QUESTIONS, PLEASE CONSULT YOUR
LEGAL ADVISOR. STOCK AND WARRANT OWNERSHIP MUST BE REGISTERED IN ONE OF THE FOLLOWING MANNERS.

INDIVIDUAL: Avoid the use of two initials. Include the first given name, middle initial and last name of the holder. Omit words of limitation

that do not affect ownership rights such as “special accounts,” “single man,” “personal property,” etc.

JOINT: Joint ownership of Stock or Warrants by two or more persons shall be inscribed on the Certificate with one of the following
types of joint ownership. Names should be joined by “and;” do not connect with *“‘or.” Omit titles such as “Mrs.,” “Dr.,” etc.

JOINT TENANTS - Joint Tenancy with Right of Survivorship and not as Tenants in Common may be specified to identify two
or more owners where ownership 1s intended to pass automatically, upon the death of one Joint Tenant, to the Surviving Tenant(s).

TENANTS IN COMMON - Tenants in Common may be specified to identify two or more owners. When Stock or Warrants
are held as Tenancy in Common, upon the death of one Co-Tenant, ownership of the Stock or Warrants will be held by the
surviving Co-Tenant(s) and by the heirs of the deceased Co-Tenant. All parties must agree to the transfer or sale of Stock or
Warrants in this form of ownership and must agree to the exercise of the Warrant.

UNIFORM GIFT Stock or Warrants may be held in the name of a custodian for a minor under the Uniform Gifls to Minors Laws of the

TO MINORS: Individual states. There may be one custodian and one minor designated on a Stock Certificate or Warrant Certificate. The
standard abbreviation of custodian is “CUST,” while the description *“Uniform Gifis to Minors Act” is abbreviated “UNIF GIFT
MIN ACT” Standard U.S, Postal Service state abbreviations should be used 1o describe the appropriate state. For example,
Stock or Warrants held by John P. Jones under the New York Uniform Gifts to Minors Act will be abbreviated:
JOHN P. JONES CUST SUSAN A. JONES, UNTIF GIFT MIN ACT NY.

FIDUCIARIES: Stock held in a fiduciary capacity must contain the following:

1. The name(s) of the fiduciary -
- If an individual, list the first given name, middle initial and last name.
- If a corporation, list the corporate title.
- Ifan individual and a corporation, list the corporation’s title before the individual.

2. The fiduciary capacity -
- Administrator

- Conservator

- Comumittee

- Executor

- Trustee

- Personal Representative

- Custodian

3. The type of docurnent governing the fiduciary relationship. Generally, such relationships are either under a form of Living
Trust Agreement or pursuant to a Court Order. Without a document establishing a fiduciary relationship, your Stock or
‘Warrants may not be registered in a fiduciary capacity.

4. The date of the document goveming the relationship. The date of the document need not be used in the description of a
Trust created by a Will.

5. Either of the following:
The name of the Maker, Donor or Testator
or
The Name of the Beneficiary
Example of Fiduciary Ownership:

JOHN D. SMITH, TRUSTEE FOR TOM A. SMITH UNDER
AGREEMENT DATED 6/9/74.
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LYONS BANCORP, INC.
ORDER FORM RIDER

for Shareholder Offering and Community Offering
(For Completion by Residents of Florida, South Carolina and North Carolina)

In addition to the representations and acknowledgments in the Offering Order Form, executed and
delivered to Lyons Bancorp, Inc., herewith, the undersigned makes the following additional representations,
warranties and acknowledgments to Lyons Bancorp, Inc. as part of the undersigned’s order for the purchase
of units in the offering:

1. The offer and sale of units (and the underlying shares of common stock and warrants) have not
been and will not be registered under the securities laws of the states of Florida, North Carolina, South Carolina or
any other states, and the undersigned may be required to hold them for an indefinite period of time. Additionally,
the units (and underlying shares of common stock and warrants) may not be sold, hypothecated, assigned or
otherwise transferred unless and until registered under the applicable state securities laws, or unless Lyons Bancorp
has received an opinion of counsel or other evidence satisfactory to Lyons Bancorp and its counsel that such
registration is not required. The undersigned further acknowledges and agrees that any certificates representing the
stock or warrants shall bear a legend to this effect.

2. The undersigned is purchasing the units for his or her own account, for investment purposes only,
and not with a view to, or for resale in connection with, any distribution thereof. The undersigned does not have any
present intention of selling or otherwise transferring the units or the underlying shares of common stock and
warrants, or any interest therein.

3. The undersigned is not making an investment decision based on any general solicitation or
advertisement by Lyons Bancorp. The undersigned has a pre-existing personal or business relationship with either
Lyons Bancorp or one or more of its executive officers and directors.

4. The undersigned is able to evaluate and bear the economic risk of an investment in the offering,
and the undersigned’s order to purchase the units does not exceed ten percent (10%) of the undersigned’s net worth.

5. Prior to the offer and sale of units in this offering the undersigned was given reasonable access to,
and full and fair disclosure of, all material information with respect to Lyons Bancorp, the offering and the units in
this offering. The undersigned has had the opportunity to ask questions of, and receive answers from, representatives
of Lyons Bancorp concerning Lyons Bancorp, the offering and the terms and conditions of the purchase of the units
in this offering. Any questions raised by the undersigned have been answered to the satisfaction of the undersigned.

6. The foregoing representations, warranties and acknowledgments are true and correct as of the date
hereof, and each such representations, warranties and acknowledgments shall survive the undersigned’s purchase of units
in the offering. The undersigned agrees to notify Lyons Bancorp immediately after the time that any such representation
is no longer true and correct.

Signature

Name

Date

{472080:3}
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EXHIBIT 4.2

LYONS BANCORP, INC.
COMMUNITY OFFERING ORDER FORM

Your Properly Completed Order Form MUST BE RECEIVED
By Lyons Bancorp, Inc. before 5:00 p.m., New York Time
On May 5, 2004

NUMBER OF UNITS

Fill in the number of units you wish to purchase and the total amount due.
No fractional units will be issued. The minimum purchase is 100 units
unless you are a current shareholder or an employee of the bank. Current
shareholders may purchase any amount of units, Bank employees may
purchase a minimum of 25 units, We reserve the right to accept or reject
any part or al! of any subscription.

Total Number of Units Offering Price Amount Due
X $ =3

METHOD OF PAYMENT

Fill in the appropriate spaces that show how you wish to pay for the units,
Checks, bank drafis or money orders should ge made payable to Lyons
Bancorp, Inc. If paying by withdrawal, write in the account number(s).

Enclosed is a check, bank draft or money order payable to Lyons Bancorp,
Inc. for §

I authorize withdrawal(s) from the following The Lyons National Bank
account(s).

Account Number(s) Amount

Total Withdrawal

OWNERSHIP REGISTRATION OF SECURITIES

Print the name(s) in which you want the stock/warrants registered. If you
are a depositor using a deposit account to purchase units, you must take
ownership in at least one of the account holders’ names. See the reverse
of this form for registration guidelines.

Enter the Social Security Number (Tax 1.D. Number) of the registered
owner. Only one number is required.

Indicate the manner in which you wish to take ownership by checking the

appropriate box. If necessary, check “other” and write in such ownerships

as corporation, trust or estate, [f units are purchased for a trust, the date of
the Trust Agreement and Trust Title must be included.

Name(s) in which your units are to be registered

Social Security Number or Tax. 1.D. No.

Address

City State Zip Code

0 Individual Q Joint Tenants Q0 Tenants in Common
Q Uniform Offer to Minors Q Other

STATE OF RESIDENCE
Please complete to indicate the state of your residence.

The undersigned represents and warrants that he/she is a resident of
the State of

BANK AFFILIATION

Check this box if you are a director, officer or employce of the Bank or
the Company.

Q The undersigned is a director, officer or employee of the Bank or the
Company.

NASD AFFILIATION

Under regulations of the National Association of Securities Dealers, Inc.

(“NASD"), members of the NASD and their associates will be deerned to

have agreed (1) not to sell, transfer or hypothecate the stock/warrants for a

period of 90 days following issuance, and (2) to report this subscription in

mritingf to the applicable NASD member within one (1) day of payment
creof.

O The undersigned is an owner, director, officer, partner or employee of
an NASD member firm, or is an associate of any such person.

TELEPHONE INFORMATION

Please cnter daytime and evening telephone numbers where you may be
contacted in the event we cannot execute your order as given.

Daytime Telephone )
Evening Telephone ( )

ACKNOWLEDGEMENT

Sign and date the form. When purchasing as a custodian, corporate officer,
etc,, add your final title to your signature. An additional signature is
required only when payment is by withdrawal from an account that
requires more than one signature to withdraw funds.

DEADLINE

The form, properly executed and with the correct payment, must be received
before the close of the Community Offering on May 5, 2004 at 5:00 p.m.
New York Time. Order forms will be deemed received upon the date and
time of delivery of the forms to the main office of the Bank, This form is
to be returned {mailing it in the enclosed postage-paid envelope or by
delivering it to the main office of the Bank, For assistance, please call
Lyons Bancorp, Inc. at (315) 9464871, Mongaay through Friday, 8:00 a.m.
to 5:00 p.m. ?cgistmtion guidelines are printed on the reverse of this
form for your convenience.

We have informed you that Lyons Bancorp. Inc., a New York corporation
(*we,” “us” or “Lyons Bancorp™), is offering up to 80,000 units consisting of
one share of our common stock and a warrant to purchase one share of our
common stock, at a price of § per share payable as provided herein
and as described in and offered pursuant to the Offering Circular dated

, 2004 furnished with this Order Form, to the undersigned (the
“Offering Circular”). By executing this Order Form, you acknowiedge receipt
and review of the Offering Circular and agree to all the terms and conditions
of the offering as described in the Offering Circular with respect to the sub-
scription and order to purchase the number of units referred to below. You
agree that once this Order Form is tendered to Lyons Bancorp, it may not be
withdrawn and that the agreement created hereby shal) survive the death or dis-
ability of the undersigned. This Order Form is not binding on Lyons Bancorp
until accepted by Lyons Bancorp. You further acknowledge receipt and review
of the Order Form Rider for offeree residents of the State in which you reside.
You also agree to the terms and affirm the representations and warranties set
forth therein, and agree that the same are made a part of this Order Form.

1 certify that: (1) the Social Security Number or Tax LD. Number

listed above is correct, and (2) I am not subject to back-up withholding,

1 also certify that I am purchasing the units only for my own account and
T have no agreement or understanding for sale or transfer of the units.

Instruction: You must cross out #2 above if you have been notified by the
Internal Revenue Service that you are subject to back-up withholding because
of under-reporting interest or dividends on your tax returm.

(Sign Here)
& Signature Date

(Sign Here)
Signature Date




IMPORTANT INFORMATION

NEITHER THE UNITS NOR THE COMMON STOCK NOR THE WARRANTS REPRESENT A DEPOSIT ACCOUNT OR OTHER
OBLIGATION OF LYONS BANCORP, INC, NEITHER THE UNITS NOR THE COMMON STOCK NOR THE WARRANTS ARE
OR WILL BE INSURED BY THE FEDERAL DEPOSIT INSURANCE CORPORATION OR ANY OTHER GOVERNMENT AGENCY.

BY EXECUTING THIS ORDER FORM, THE UNDERSIGNED ACKNOWLEDGES THAT THE UNDERSIGNED IS NOT WAIVING
ANY RIGHTS HE OR SHE OR IT MAY HAVE UNDER THE FEDERAL SECURITIES LAWS, INCLUDING THE SECURITIES
ACT OF 1933 AND THE SECURITIES EXCHANGE ACT OF 1934.

GUIDELINES FOR REGISTERING STOCK AND WARRANTS

FOR REASONS OF CLARITY AND STANDARDIZATION, THE STOCK TRANSFER INDUSTRY HAS DEVELOPED UNIFORM
STOCKHOLDER REGISTRATIONS WHICH WE WILL UTILIZE IN THE ISSUANCE OF YOUR LYONS BANCORP, INC.
STOCK CERTIFICATE(S) AND WARRANT CERTIFICATE(S). [F YOU HAVE ANY QUESTIONS, PLEASE CONSULT YOUR
LEGALADVISOR. STOCK AND WARRANT OWNERSHIP MUST BE REGISTERED IN ONE OF THE FOLLOWING MANNERS,

INDIVIDUAL: Avoid the use of two initials. Include the first given name, middle initial and last name of the holder. Omit words of limitation

that do not affect ownership rights such as “special accounts,” “single man,” “personal property,” etc.

JOINT: Joint ownership of Stock or Warrants by two or more persons shall be inscribed on the Certificate with one of the following
types of joint ownership. Names should be joined by “and;” do not connect with “or.” Omit titles such as “Mrs.,” “Dr.” etc.

JOINT TENANTS - Joint Tenancy with Right of Survivorship and not as Tenants in Common may be specified to identify two
or more owners where ownership is intended to pass automaticaily, upon the death of one Joint Tenant, to the Surviving Tenant(s).

TENANTS IN COMMON - Tenants in Common may be specified to identify two or more owners. When Stock or Warrants
arc held as Tenancy in Common, upon the death of one Co-Tenant, ownership of the Stock or Warrants will be held by the
surviving Co-Tenant(s) and by the heirs of the deceased Co-Tenant. Al parties must agree 1o the transfer or sale of Stock or
Warrants in this form of ownership and must agree 10 the exercise of the Warrant.,

UNIFORM GIFT Stock or Warrants may be held in the name of a custodian for a minor under the Uniform Gifis to Minors Laws of the

TO MINORS: Individual states. There may be onc custodian and one minor designated on a Stock Certificate or Warrant Certificate. The
standard abbreviation of custodian is “CUST,” while the description “Uniform Gifis to Minors Act” is abbreviated “UNIF GIFT
MIN ACT” Standard U.S. Postal Service state abbreviations should be used to describe the appropriate state. For example,
Stock or Warrants held by John P. Jones under the New York Uniform Gifis to Minors Act will be abbreviated:
JOHN P. JONES CUST SUSAN A. JONES, UNTIF GIFT MIN ACT NY.

o
FIDUCIARIES: Stock held in a fiduciary capacity must contain the following:

1. The name(s) of the fiduciary -
- Ifan individual, list the first given name, middle initial and last name.
- 1f a corporation, list the corporate title.
- Ifan individual and a corporation, list the corporation’s title before the individual.

2. The fiduciary capacity -
Administrator
Conservator
Committee

Exccutor

Trustee

Personal Representative
Custodian

3. The type of document governing the fiduciary relationship. Generally, such relationships are either under a form of Living
Trust Agreement or pursuant to a Court Order. Without a document establishing a fiduciary relationship, your Stock or
Warrants may not be registered in a fiduciary capacity.

4. The date of the document governing the rclationship. The date of the document need not be used in the description of a
Trust created by a Will.

5. Either of the following:
The name of the Maker, Donor or Testator
or
The Name of the Bencficiary
Example of Fiduciary Ownership:

JOHN D. SMITH, TRUSTEE FOR TOM A. SMITH UNDER
AGREEMENT DATED 6/9/74.



LYONS BANCORP, INC.
ORDER FORM RIDER

for Shareholder Offering and Community Offering
(For Completion by Residents of Florida, South Carolina and North Carolina)

In addition to the representations and acknowledgments in the Offering Order Form, executed and
delivered to Lyons Bancorp, Inc., herewith, the undersigned makes the following additional representations,
warranties and acknowledgments to Lyons Bancorp, Inc. as part of the undersigned’s order for the purchase
of units in the offering:

1. The offer and sale of units (and the underlying shares of common stock and warrants) have not
been and will not be registered under the securities laws of the states of Florida, North Carolina, South Carolina or
any other states, and the undersigned may be required to hold them for an indefinite period of time. Additionally,
the units (and underlying shares of common stock and warrants) may not be sold, hypothecated, assigned or
otherwise transferred unless and until registered under the applicable state securities laws, or unless Lyons Bancorp
has received an opinion of counsel or other evidence satisfactory to Lyons Bancorp and its counsel that such
registration is not required. The undersigned further acknowledges and agrees that any certificates representing the
stock or warrants shall bear a legend to this effect.

2. The undersigned is purchasing the units for his or her own account, for investment purposes only,
and not with a view to, or for resale in connection with, any distribution thereof. The undersigned does not have any
present intention of selling or otherwise transferring the units or the underlying shares of common stock and
warrants, or any interest therein.

3. The undersigned is not making an investment decision based on any general solicitation or
advertisement by Lyons Bancorp. The undersigned has a pre-existing personal or busmess relationship with either
Lyons Bancorp or one or more of its executive officers and directors.

4, The undersigned is able to evaluate and bear the economic risk of an investment in the offering,
and the undersigned’s order to purchase the units does not exceed ten percent (10%) of the undersigned’s net worth.

5. Prior to the offer and sale of units in this offering the undersigned was given reasonable access to,
and full and fair disclosure of, all material information with respect to Lyons Bancorp, the offering and the units in
this offering. The undersigned has had the opportunity to ask questions of, and receive answers from, representatives
of Lyons Bancorp concerning Lyons Bancorp, the offering and the terms and conditions of the purchase of the units
in this offering. Any questions raised by the undersigned have been answered to the satisfaction of the undersigned.

6. The foregoing representations, warranties and acknowledgments are true and correct as of the date
hereof, and each such representations, warranties and acknowledgments shall survive the undersigned’s purchase of units
in the offering. The undersigned agrees to notify Lyons Bancorp immediately after the time that any such representation
is no longer true and correct.

Signature

Name

Date

{472080:3}
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EXHIBIT 6.1

EMPLOYMENT AGREEMENT

THIS AGREEMENT made this 19" day of February, 2004, by and between THE
LYONS NATIONAL BANK, a federally chartered banking organization (the "Company") with
its principal offices located at 35 William Street, Lyons, New York 14489, LYONS BANCORP
INC., a New York business corporation (the "Holding Company") with its principal address at
35 William Street, Lyons, New York 14489 and ROBERT A. SCHICK, (the "Executive"), of
Geneva, New York.

Introductory Statement. The Executive, the Company and the Holding Company have
previously entered into an Employment Agreement dated July 27, 1999. During the intervening
period since the execution of the contract, the Company and Holding Company have experienced
unparalleled success due in large part to the Executive’s leadership, and anticipate said success
to continue in the future. The Executive is currently 54 years old. It is the desire of the parties
herein to create a contract to assure that the Executive will continue to serve as President and
Chief Executive Officer of the Company and Holding Company for an additional period of
approximately 5.5 years, and to thereafter serve as Chairman of the Holding Company and
Mentor to the new president for a period of two years or until May 31, 2011 when the Executive
anticipates that he will retire.

The Holding Company and the Company considered the continued availability of the
Executive’s services, management skills and business experience to be in the best interests of the
Company, The Holding Company and the Holding Company's shareholders and desire to assure
his continued services on behalf of the Company and the Holding Company.

In addition to the foregoing, the Board of Directors of the Holding Company (the
"Board") and the Company have determined that it is in the best interests of the Company, the
Holding Company and the Holding Company's shareholders to assure that they will have the
continued dedication of the Executive, notwithstanding the possibility, threat or occurrence of a
Change of Control (as defined below) of the Holding Company or the Company. The Board
believes it is imperative to diminish the inevitable distraction of the Executive by virtue of the
personal uncertainties and risks created by a pending or threatened Change of Control and to
encourage the Executive's full attention and dedication to the Company currently and in the
event of any threatened or pending Change of Control, and to provide the Executive with
compensation and benefits arrangements upon a change of Control which ensure that the
compensation and benefits expectations of the Executive will be satisfied and which are
competitive with those of other corporations.

NOW, THEREFORE, in consideration of the premises and of the covenants and
agreements provided in this Agreement, the parties agree as follows:

1. (a) Effective Date. This Agreement and the Employment Period shall be
deemed to be effective as of January 1, 2004.
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(b) Employment Period. The Holding Company and the Company hereby
agree to continue the Executive in their employ, and the Executive hereby agrees to remain in the
employ of the Holding Company and the Company, in accordance with the terms and provisions
of this Agreement, for a period commencing January 1, 2004 and continuing until May 31, 2011.
As noted before, it is anticipated that upon the termination of the Employment Period, that the
Executive will retire.

2. Superseding Agreement. It is the intention of this Employment Agreement, once
fully executed, to supersede and replace any existing employment agreement previously entered
into between the Executive, the Holding Company and/or the Company for the period
subsequent to December 31, 2003.

3. Positions and Duties. During the Employment Period and until May 31, 2009, the
Executive's position (including status, offices, titles and reporting requirements), authority,
duties and responsibilities shall be at least commensurate in all material respects with the most
significant of those which he holds as of the date of the execution of this Agreement (currently
President and Chief Executive Officer). The Executive shall perform these duties at the principal
office of the Company (to wit: 35 William Street, Lyons, New York) or such other location as
shall become the principal headquarters of the Company and/or the Holding Company.

During the period of employment prior to May 31, 2009, except for periods of
vacation and sick leave, the Executive agrees to devote reasonable attention and time during
normal business hours to the business and affairs of the Holding Company and Company to the
extent necessary to discharge his responsibilities as Executive hereunder, and shall use his best
efforts to perform faithfully and efficiently such responsibilities. During the Employment
Period, however, it shall not be deemed a violation of this Agreement if the Executive serves on
corporate, civic or charitable boards or committees to the same extent such service is presently
permitted or to manage his own personal investments so long as the activities do not significantly
interfere with the performance of the Executive's responsibility as defined herein. To the extent
that said activities have been conducted by the Executive prior to the effective date of this
Agreement, the continued conduct of such activities subsequent to the effective date shall not be
deemed to interfere with the performance of the Executive's responsibilities.

As noted hereinbefore, commencing on June 1, 2009 (unless the parties otherwise
mutually agree), it is the intention of the parties that the Executive will become Chairman of the
Holding Company and will be replaced as President and Chief Executive Officer of the
Company and Holding Company. For the period from June 1, 2009 through May 31, 2011, the
principal duties assigned to the Executive will be defined by the Board of Directors of the
Company and Holding Company, but will principally be to work with the new President and
Chief Executive Officer of the Company and Holding Company.

4. Compensation. During the initial year of the Employment Period, the Executive
shall receive an annual base salary ("Annual Base Salary") of $125,000.00 which shall be
payable on an equal monthly basis. For all subsequent years of employment, the annual base
salary shall be at least equal to twelve times the highest monthly base salary paid or payable to
the Executive by the Company in respect to the preceding twelve-month period plus a five
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percent (5%) cost of living increase. The Base Salary shall be reviewed at least annually and
shall be increased at any time and from time to time as shall be consistent with base salaries
generally awarded in the ordinary course of business to other executives of the Company.

5. Annual Bonuses. In addition to the Annual Base Salary, the Executive shall be
awarded, for each fiscal year ending during the Employment Period, an annual bonus (the
"Annual Bonus") payable in cash, such amounts as the Board of Directors of the Holding
Company and the Company shall determine, in its judgment, to be appropriate based upon the
performance of the Executive, the Holding Company and the Company. Each such Annual
Bonus shall be paid in cash no later than the end of the third month of the fiscal year next
following the fiscal year for which the Annual Bonus is awarded, unless the Executive shall elect
to defer the receipt of said Annual Bonus. (The average of the last two Annual Bonuses shall be
referred to as the "Recent Average Bonus").

6. Deferred Compensation. In addition to other compensation and benefits noted
herein, the Board of Directors of the Holding Company and Company has previously established
and contributed into a deferred compensation account for the benefit of the Executive. For the
year prior to 2004, the Executive received deferred compensation of $32,500.00. In addition, the
stock portion of the account is credited with the actual dividends paid on equivalent shares for
the period in question. The price per share for all shares so purchased/awarded shall be deemed
the price for the last reported transfer as of 12/31 of the prior year.

For the calendar year 2004 the amount to be contributed by the Holding Company
and Company into the deferred compensation account shall be $35,000.00, and the amount shall
increase each subsequent year of the Employment Period by $5,000.00 to reflect a cost of living
increase and merit adjustment (thus for the year 2005, the deferred comp amount will be
$40,000.00; for the year 2006, it will be $45,000.00, etc.).

The entire deferred compensation account shall be credited to stock of the
Holding Company. The Executive will be entitled to receive additional credit for any dividends
that would have been earned on said stock if the same had been issued.

The right to receive said benefits shall vest upon the earlier of the following:

The Executive's death.

A. Termination of the Executive's employment with the Holding Company
and/or the Company.

B. Executive's retirement from employment by the Holding Company and/or
the Company.

C. Termination of this Employment Agreement.

D. Upon change of control as defined herein.
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7. Incentive, Savings and Retirement Plans. During the Employment Period, the
Executive shall be entitled to participate in all incentive, savings and retirement plans, policies
and programs which are applicable generally to executives of the Company and Holding
Company. In addition, the Executive shall be entitled to participate in any special incentive,
savings and retirement plans, policies and programs which are available specially to the
Executive or to the Executive's peers inciuding, but not limited to, any stock option plan which is
presently or may hereafter be established.

During the period of Executive’s employment prior to the execution of this
Agreement, the Executive, Company and Holding Company have entered into a certain
Executive Salary Continuation Agreement dated September 26, 2001, and a Rabbi Trust for the
Executive Salary Continuation Agreement and the Endorsement Method Split Dollar Plan
Agreement. Said Agreements, together with any other previously entered into agreement by the
parties, shall remain in full force and effect and shall be in addition to any of the provisions
contained herein.

8. Welfare Benefit Plans. During the Employment Period, the Executive and the
Executive's family shall be eligible for participation in and receive benefits from any welfare
benefit plan which is provided by the Company, including without limitation medical insurance,
prescription drug, dental, disability, salary continuation, life insurance, group life, accidental
death and travel insurance to the extent that the same are generally available to the Executive
and/or the Executive's peers. In addition, the Company shall pay for an annual physical for the
Executive, including all tests which may be required or recommended by the Executive's chosen
physician.

Currently the Executive is receiving Blue Choice Select medical insurance
(family coverage) and Smile Saver Family Dental coverage (family). The Company reserves the
right to change medical and dental plans during the term of this Agreement so long as the
coverage provided to Executive is at least as good as Blue Choice Select medical insurance
(family coverage) and Smile Saver Family Dental coverage (family coverage).

Expense Reimbursement. During the Employment Period, the Executive shall be entitled
to receive prompt reimbursement for all reasonable employment related expenses incurred by the
Executive in the performance of his duties herein.

9. Fringe Benefits. The Company shall provide membership to the Executive in the
Wayne Hills Country Club and shall further be responsible for paying all expenses incidental to
the Executive's attendance at the ICBA convention (including family airfare and hotel expenses
for the Executive, his spouse, his two daughters, and their immediate family). In addition, the
Employee shall be entitled to use of a Company automobile to be mutually selected by the
Company and the Employee.

10.  Office and Support Staff. During the Employment Period, the Executive shall be
entitled to an office or offices of the size and furnishings which Executive maintains at the time
of the execution of this Agreement, and to personal secretarial and other assistance equivalent to
those services available on the effective date of this Agreement.
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11.  Vacation. During the Employment Period, the Executive shall be entitled to paid
vacation of at least four (4) weeks for 2004 and each subsequent year of the Employment Period.
Irrespective of the foregoing, however, in the event that the Company adopts a vacation plan
which will be more favorable to the Executive then provided herein, then the Executive shall
have the right to determine whether the terms of this Agreement or the terms of the plan shall
control.

12. Termination of Employment. Irrespective of the provisions which are set forth in
paragraph 1 regarding the term of this Agreement, this Agreement may be terminated upon the
following events:

A, Death. The Executive's employment shall terminate automatically upon
the Executive's death during the Employment Period.

B. Disability. If the Board of Directors of the Holding Company and the
Company reasonably determine, in good faith, that a disability of the Executive has occurred
during the Employment Period, said party shall give to the Executive (and the Executive's
spouse) written notice in accordance with Section 21 of its intention to terminate the Executive's
employment. For purposes of this section, "disability” shall mean that Executive has been
unable to substantially perform his duties and responsibilities provided for in this Agreement for
a period of not less than thirty (30) hours per week, for a period of at least twenty-six (26)
consecutive weeks as a result of the Executive's incapacity due to mental or physical illness
which is determined to be total and permanent by a physician selected jointly by the Executive
and the Holding Company and Company, or, if the parties are unable to reach agreement on the
selection of a physician, then the Executive shall select a physician of his choice, the Holding
Company and Company shall jointly select one physician of their choice, and the two physicians
shall select an independent physician. Each physician shall be provided with copies of all
applicable medical reports relating to the Executive's disability and each physician shall be
authorized to examine the Executive. A majority of the three physicians determination as to
disability shall control under the terms of this Agreement.

C. Cause. The Holding Company and the Company, acting jointly, may
terminate the Executive's employment during the Employment Period based upon Cause. For
purposes of this Agreement, "Cause" shall mean: :

(1)  Executive's repeated violation of his obligations of employment
under the terms of this Agreement (other than as a result of incapacity due to physical or mental
illness) which are demonstrably willful and deliberate on the Executive's part, which are
committed in bad faith or without reasonable belief that said violations are in the best interests of
the Holding Company and the Company, and which are not remedied in a reasonable period of
time after receipt of written notice from the Holding Company and the Company specifying such
violations; or

(2) the conviction of the Executive of a felony involving moral
turpitude. In establishing a termination for cause under subparagraph 1 herein, it shall be
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incumbent upon the Holding Company and Company to establish either that the conduct
constituted a violation of written policy and/or duties previously communicated to the Executive;
or (b) that as a result of past conduct, the Executive knew or should have known that said duties
or conduct was expected of him.

D. Good Reason: Window Period. The Executive's employment may be
terminated during the Employment Period by the Executive for Good Reason. For purposes of
this Agreement, "Good Reason" shall mean:

(D assigning to the Executive duties which are inconsistent in respect
to the Executive's position, authorities, duties or responsibilities or any other action by the
Company which results in diminution in the Executive's position, authority, duties or
responsibilities, (excluding isolated, insubstantial and inadvertent actions not taken in bad faith
which are remedied by the Company within a reasonable period of time or if such diminution
results from the Executive's physical disability, provided that if Executive's physician determines
that said diminution is not necessary for the Executive's health, said diminution shall not be
excluded).

(2) any material failure by the Company to comply with the provisions
of this Agreement;

3) the Company requiring the Executive to be based in an office or
location other than as set forth in paragraph 3;

4) any purported termination by the Company of the Executive's
employment otherwise than as expressly permitted by this Agreement.

For purposes of this Section, any good faith determination of "Good Reason" by the Executive
shall be conclusive.

E. Termination by Holding Company and/or Company Without Cause. The
Company and Holding Company herein shall have the right to terminate the Executive without
cause following December 31, 2003 and prior to January 1, 2010 upon the giving of ninety (90)
days’ prior written notice. Upon termination without cause, then the Executive’s obligations
under paragraph 3 shall terminate. In the event of a termination without cause, the Company and
Holding Company shall be obligated to the Executive in the following manner:

The sum of the Annualized base salary of the Executive plus the
Annualized Deferred Compensation of the Executive, each for the year of termination, multiplied
by 1.9.

In the event that the Company and/or Holding Company herein shall
desire to terminate the Executive without cause following December 31, 2009, then said
termination shall become effective on the giving of 90 days prior written notice. In that event,
however, the Company and Holding Company shall be obligated to pay any and all salary and
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other benefits that are provided in the within Employment Agreement for the period continuing
until May 31, 2011.

13.  Notice of Termination. Any termination of the Executive or by the Executive as
provided herein shall be communicated by notice of termination to the other party in accordance
with the provisions of Section 21 of this Agreement. Said notice shall set forth the specific
termination provision in this Agreement which is relied upon and, if applicable, reasonable
details of the facts and circumstances claimed to provide a basis for termination under such
section. Said Notice shall further set forth the date in which said termination is to become
effective.

14. Obligations of the Company Upon Termination.

A. Termination For Reasons Other Than for Cause or Termination for Good
Reason. If, during the Employment Period, the Holding Company and the Company shall
terminate the Executive other than for Cause, then the following will apply:

(1)  the Holding Company and the Company shall pay to the Executive
the sums owed under the provisions of paragraphs 4, 5, 6, 7, 8, 10 (other than attendance at
ICBA convention), 13E and/or 17B as noted hereinbefore (depending on the date of such
termination). Irrespective of the foregoing, however, in the event the Executive shall become re-
employed with another employer during the remainder of the period herein, and Executive shall
be eligible to receive such medical or other welfare benefits under another employer provided
plan, then the medical or other welfare benefits described herein shall be deemed secondary to
those under such other plan provided by Executive’s new employer.

B. Death. If the Executive's employment is terminated by reason of the
Executive's death during the Employment Period, this Agreement shall terminate without further
obligations to the Executive's estate under this Agreement, other than for:

(1)  Payment of Accrued Obligations (which shall be paid to the
Executive's estate or beneficiary in a lump sum in cash within 30 days of the Date of
Termination),

(2)  Timely payment or provision for the Welfare Benefit Continuation
as provided herein for a period of two years,

(3)  Payment to the Executive's estate or beneficiary, if applicable, in a
lump sum in cash within thirty (30) days of the Date of Termination of any amount of death
benefit then provided by the Company and/or the Holding Company under the then-existing
plans, policies or arrangements, and

@ The proceeds of any life insurance covering the Executive to the

extent that the same was paid for directly or on a contributory basis by the Executive (all said
benefits hereinafter referred to as the "Death Benefits").
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C. Disability. If the Executive's employment is terminated by reason of the
Executive's Disability during the Employment Period, this Agreement shall terminate without
further obligations to the Executive except that the Company and/or the Holding Company shall
continue to be responsible for:

(1)  Payment of Accrued Obligations (which shall be paid to the
Executive in a lump sum in cash within thirty (30) days of the date of the Termination).

(2)  Timely payment of any Benefit Continuation or Other Benefits
which may then be available under then existing policy and/or plan.

(3)  Payment of the Welfare Benefit Plan for a period of two years.

D. Termination by Executive for Good Reason. In the event the Executive
terminates herein under the provisions of paragraph 13 D, then irrespective of the date of
occurrence of said event, the Company and Holding Company shall pay to the Executive those
benefits that he would be entitled to under the provisions of paragraph 13 E as if the Company
and/or Holding Company have terminated the Executive during the Company window period
(except that the benefit shall extend for the entire period of the contract or until May 31, 2011).

E. Effect of Termination for Cause or Voluntary Withdrawal. If the
Executive's employment shall be terminated for Cause during the Employment Period, this
Agreement shall terminate without further obligations to the Executive other than the obligation
to pay to the Executive Annual Base Salary through the Date of Termination plus the amount of
any compensation previously deferred by the Executive (in each case to the extent theretofore
unpaid). If the Executive terminates employment during the Employment Period, excluding a
termination for Good Reason (13D), Disability (13B) Death (13A), or Change of Control (17B),
this Agreement shall terminate without further obligations to the Executive, other than for
Accrued Obligations. In all such cases, all Accrued Obligations shall be paid to the Executive in
a lump sum in cash within 30 days of the Date of Termination.

15.  Non-exclusivity of Rights. Nothing contained in this Agreement shall prevent or
limit the Executive's continuing or future participation in plans, programs or policies which are
adopted after the execution of this Agreement by the Company and for which the Executive may
be qualified.

16. Change of Control.

A For purposes of this Agreement, a Change of Control shall mean:

§)) The acquisition by any one or more individuals, entities or groups
(within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as
amended (the "Exchange Act")) (a "Person") of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of 35% or more of either (1) the then
outstanding shares of common stock of the Holding Company (the "Outstanding the Holding
Company Common Stock™") or (ii) the combined voting power of the then outstanding voting
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securities of the Holding Company entitled to vote generally in the election of directors (the
"Qutstanding the Holding Company Voting Securities").

Irrespective of the foregoing, however, any transfer made as the
result of the death of a shareholder whereby said shares pass to a beneficiary as designated under
the shareholder's duly probated Last Will and Testament, or as a result of intestacy should the
deceased shareholder not have a duly -probated Last Will and Testament, or by joint tenancy
should the shares be owned by the deceased shareholder jointly with a spouse, or deceased
shareholder’s issue, shall not be deemed to be a transfer for purposes of determining a change of
control as set forth in this Article 17. In addition, any transfer made by a shareholder which has
been consented to by the Executive within thirty (30) days of said transfer, or which occurred
more than three (3) years previously, shall be excluded from any computation of change of
control under the provisions of this Article 17. Any such transfer by death or approved transfer
by Executive is hereinafter referred to as an "Exempt Transfer"; or

2 Individuals who, as of the date hereof, constitute the Board (the
"Incumbent Board") cease for any reason to constitute at least a majority of the Board; provided,
however, that any individual becoming a director subsequent to the date hereof whose election,
or nomination for election by the Holding Company's shareholders, was approved by a vote of at
least a majority of the directors then comprising the Incumbent Board shall be considered as
though such individual were a member of the Incumbent Board, but excluding, for this purpose,
any such individual whose initial assumption of office occurs as a result of either an actual or
threatened election contest (as such terms are used in Rule 14a-11 of Regulation 14A
promulgated under the Exchange Act) or other actual or threatened solicitation of proxies or
consents by or on behalf of a Person other than the Board; or

(3)  Approval by the shareholders of the Holding Company of a
reorganization, merger or consolidation, in each case, unless, following such reorganization,
merger or consolidation, (i) more than 65% of, respectively, the then outstanding shares of
common stock of the corporation resulting from such reorganization, merger or consolidation
and the combined voting power of the then outstanding voting securities of such corporation
entitled to vote generally in the election of directors is then beneficially owned, directly or
indirectly, by all or substantially all of the individuals and entities who were the beneficial
owners, respectively, of the Outstanding the Holding Company Common Stock and Outstanding
the Holding Company Voting Securities immediately prior to such reorganization, merger or
consolidation in substantially the same proportions as their ownership, immediately prior to such
reorganization, merger or consolidation, of the Outstanding the Holding Company Common
Stock and OQutstanding Company Voting Securities, as the case may be (excepting the exempt
transfers noted in (i) above, (ii) no Person (excluding the Holding Company, any employee
benefit plan (or related trust) of the Holding Company, or such corporation resulting from such
reorganization, merger or consolidation and any Person beneficially owning, immediately prior
to such reorganization, merger or consolidation, directly or indirectly, 35% or more of the
Outstanding Holding Company Common Stock or Outstanding Holding Company Voting
Securities, as the case may be) beneficially owns, directly or indirectly, 35% or more of,
respectively, of the then outstanding shares of common stock of the corporation resulting from
such reorganization, merger or consolidation or the combined voting power of the then
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outstanding voting securities of such corporation, and (iii) at least a majority of the members of
the board of directors of the corporation resulting from such reorganization, merger or
consolidation were members of the Incumbent Board at the time of the execution of the initial
agreement providing for such reorganization, merger or consolidation; or

(4)  Approval by the shareholders of the Holding Company of (i) a
complete liquidation or dissolution of the Holding Company or (ii) the sale or other disposition
of all or substantially all of the assets of the Holding Company, other than to a corporation, with
respect to which following such sale or other disposition, (A) more than 65% of, respectively, the
then outstanding shares of common stock of such corporation and the combined voting power of
the then outstanding voting securities of such corporation entitled to vote generally in the
election of directors is then beneficially owned, directly or indirectly, by all or substantially all of
the individuals and entities who were the beneficial owners, respectively, of the Outstanding the
Holding Company Common Stock and Outstanding the Holding Company Voting Securities
immediately prior to such sale or other disposition in substantially the same proportion as their
ownership, immediately prior to such sale or other disposition, of the Outstanding the Holding
Company Common Stock and Qutstanding the Holding Company Voting Securities, as the case
may be, (B) no Person (excluding the Holding Company and any employee benefit plan (or
related trust) of the Holding Company, or such corporation and any Person beneficially owning,
immediately prior to such sale or other disposition, directly or indirectly, 35% or more of the
Outstanding the Holding Company Common Stock or Outstanding the Holding Company Voting
Securities, as the case may be) beneficially owns, directly or indirectly, 35% or more of,
respectively, of the then outstanding shares of common stock of such corporation and the
combined voting power of the then outstanding voting securities of such corporation entitled to
vote generally in the election of directors and (C) at least a majority of the members of the board
of directors of such corporation were members of the Incumbent Board at the time of the
execution of the initial agreement or action of the Board providing for such sale or other
disposition of assets of the Holding Company; or

(5)  the issuance or transfer of sufficient shares of stock, or a merger,
reorganization or consolidation, which results in (i) more than 50% of the then outstanding
shares of common stock of the Company, or (ii) securities having more than 50% of the
combined voting power of the then outstanding voting securities of the Company entitled to vote
generally in the election of directors, being owned by other than the Holding Company or
persons who owned securities having more than 65% of the combined voting power of the
outstanding voting securities of the Holding Company entitled to vote generally in the election of
directors of the Holding Company prior to the transaction (but expressly excluding Exempt
Transfers as set forth in subparagraph 1 herein.

B. At any time during this contract following the occurrence of an event of a
Change of Control as defined herein, the Executive shall be authorized to terminate his
employment with the Holding Company and Company without cause. In said event, the
Executive shall be entitled to receive within thirty (30) days after date of termination: (i) the
lesser of six (6) times the Executive's annual base salary, or the maximum amount which would
be permitted under the Internal Revenue Code Section 280G which will not result in the
imposition of the 20% excise tax, (ii) all deferred compensation including the full funding of any
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deferred compensation that would be owed to the Executive upon completion of the calendar
year in which the termination occurred, and (iii) Benefit Continuation for a period of two years
following termination.

17.  Full Settlement: Resolution of Disputes. The obligation of the Company to make
payments provided for in this Agreement and to otherwise to perform its obligations hereunder
shall not be affected by any set-off, counterclaim, recoupment, defense or other claim, right or
action which it may have against the Executive. In no event shall the Executive be obligated to
seek other employment or take any other action by way of mitigation of the amounts payable to
the Executive under any of the provisions of this Agreement and such amounts shall not be
reduced whether or not the Executive obtains other employment.

18.  Confidential Information. The Executive shall hold in a fiduciary capacity for the
benefit of the Company and its affiliated companies all secret or confidential information,
knowledge or data relating to the Company or any of its affiliated companies, and their
respective businesses, which shall have been obtained by the Executive during the Executive's
employment by the Company or any of its affiliated companies and which shall not be or become
public knowledge (other than by acts by the Executive or representatives of the Executive in
violation of this Agreement). After termination of the Executive's employment with the
Company, the Executive shall not, without the prior written consent of the Company or as may
otherwise be required by law or legal process, communicate or divulge any such information,
knowledge or data to anyone other than the Company and those designated by it. In no event
shall an asserted violation of the provisions of this Section constitute a basis for deferring or
withholding any amounts otherwise payable to the Executive under this Agreement.

19. Successors.

A. This Agreement is personal to the Executive and without the prior written
consent of the Holding Company and the Company shall not be assignable by the Executive.
This Agreement shall inure to the benefit of and be enforceable by the Executive's legal
representatives.

B. This Agreement shall inure to the benefit of and be binding upon the
Holding Company, the Company and their successors and assigns.

C. The Holding Company and the Company will require any successor
(whether direct or indirect, by purchase, merger, consolidation or otherwise to all or substantially
all of their respective businesses and/or assets to assume expressly and agree to perform this
Agreement in the same manner and to the same extent that each of them would respectively be
required to perform it if no such succession had taken place.

20. Miscellaneous.

A.  Asused in this Agreement, "Company" and "the Holding Company" when
used singly shall mean each of them as hereinbefore defined and any successor to their
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respective businesses and/or assets as aforesaid which assumes and agrees to perform this
Agreement by operation of law, or otherwise.

B. This Agreement shall be governed by and construed in accordance with
the laws of the State of New York, without reference to principles of conflict of laws. The
captions of this Agreement are not part of the provisions hereof and shall have no force or effect.
This Agreement may not be amended or modified otherwise than by a written agreement
executed by the parties hereto or their respective successors and legal representatives.

C. All notices and other communications hereunder shall be in writing and
shall be given by hand delivery to the other party or by registered or certified mail, return receipt
requested, postage prepaid, addressed as follows:

If to the Executive:

Robert A. Schick
477 South Main Street
Geneva, New York 14456

If to the Holding Company
or the Company:

The Lyons National Bank

35 William Street

Lyons, New York 14489

Attn: Chairman of Board of Directors

or to such other address as either party shall have furnished to the other in writing in accordance
herewith. Notice and communications shall be effective when actually received by the
addressee.

D. The invalidity or unenforceability of any provision of this Agreement shall
not affect the validity or enforceability of any other provision of this Agreement.

E. The Holding Company and the Company may withhold from any amounts
payable under this Agreement such Federal, state or local taxes as shall be required to be
withheld pursuant to any applicable law or regulation.

F. The Executive's, the Holding Company's or the Company's failure to insist
upon strict compliance with any provision hereof or any other provision of this Agreement or the
failure to assert any right the Executive, the Holding Company or the Company may have
hereunder, including, without limitation, the right of the Executive to terminate employment for
Good Reason pursuant to Section 13(d) of this Agreement, shall not be deemed to be a waiver of
such provision or right or any other provision or right of this Agreement.
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G. The Executive and the Holding Company and the Company acknowledge
that, if prior to the Effective Date, (i) the Executive's employment with the Holding Company
and the Company terminates or (ii) the Executive ceases to be an officer of the Holding
Company and the Company, then the Executive shall have no further rights under this
Agreement.

21. Certain Reduction of Payments by the Company.

A. Anything in this Agreement to the contrary notwithstanding, in the event
that it should be determined that any payment or distribution by the Company to or for the
benefit of the Executive (whether paid or payable or distributed or distributable pursuant to the
terms of this Agreement or otherwise but determined without regard to any reduction required
under this Section (a Payment) would be nondeductible by the Company for federal income tax
purposes pursuant to the provisions of Section 280G of the Internal Revenue Code, then the
aggregate present value of all Payments shall be reduced (but not below zero) such that such
aggregate present value of Payments equals the Reduced Amount. The "Reduced Amount" shall
be an amount expressed in present value which maximizes the aggregate present value of
Payments without causing any Payment to be nondeductible by the Company because of Section
280G of the Code. For purposes of this Section, present value shall be determined in accordance
with Section 280G(d)(4) of the Code.

B. As a result of the uncertainty and the application of Section 280G of the
Code at the time of the initial determination by the Company, it is possible that the Payment will
have been made by the Company which should not have been made (hereinafter referred to as
"Overpayment") or that additional Payments will not have been made by the Company which
should have been made (Underpayment), in each case, consistent with the calculations required
to be made hereunder. In the event that the accounting firm then servicing the books and records
of the Company determines that an Overpayment has been made, any such overpayment should
be treated for all purposes as a loan to the Executive which the Executive shall repay to the
Company together with interest at the applicable federal rate as provided in Section 7872(f)(2) of
the Code; provided, however, that no amount shall be payable by the Executive to the Company
if and to the extent that said Payment would not reduce the amount which is subject to taxation
under Section 4999 of the Code. In the event that the accounting firm then servicing the
Company determines that an Underpayment has occurred, any such Underpayment shall be
promptly paid by the Company to or for the benefit of the Executive together with interest at the
applicable federal rate provided for in Section 7872(f)(2) of the Code.

C. The parties understand, acknowledge and agree that, notwithstanding any
other provision of this Agreement, the Company shall not be obligated to make any Payment or
provide for any benefit under this Agreement where (i) appropriate regulatory authority does not
approval or acquiesce as may be required by law; or (ii) the Company has been informed either
orally or in writing by a representative of the appropriate regulatory authority that it is the
position of said regulatory authority that making said Payment or providing said benefit would
constitute an unsafe and unsound practice, violate a written agreement between the Company and
the regulatory authority, violate an applicable rule or regulation of the authority, or would cause
or representative of the regulatory authority to recommend enforcement action against the
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Company; provided, however, that consistent with said regulatory compliance, the Company will
nevertheless use its best efforts to make each Payment to the maximum extent permitted.

IN WITNESS WHEREOF, the Executive and, pursuant to the authorization by their

respective Boards of Directors, the Company and the Holding Company have signed this
Agreement, all as of the day and year first above written.
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/s/_Robert A. Schick
ROBERT A. SCHICK

LYONS BANCORP, INC.

By: /s/ James E. Santelli
Director

THE LYONS NATIONAL BANK

By: /s/ _James E. Santelli
Director



EXHIBIT 6.2

EMPLOYMENT AGREEMENT

THIS AGREEMENT made this 19" day of February, 2004 by and between THE
LYONS NATIONAL BANK, a federally chartered banking organization (the "Company”) with
its principal offices located at 35 William Street, Lyons, New York 14489, LYONS BANCORP
INC., a New York business corporation (the "Holding Company") with its principal address at
35 William Street, Lyons, New York 14489 and CLAIR J. BRITT, JR., (the "Executive"), of
Lyons, New York.

WITNESSETH:

WHEREAS, the Company, Holding Company and Executive have previously entered
into an Employment Agreement dated the 27" day of July, 1999 and have been operating
pursuant to the terms of said Agreement since its inception; and

WHEREAS, the parties herein desire to enter into a new Employment Agreement for
purposes setting forth the new terms and conditions of employment of the Executive by the
Company and Holding Company; and

WHEREAS, the Holding Company and the Company consider the continued availability
of the Executive's services, managerial skills and business experience to be in the best interests
of the Company, The Holding Company and the Holding Company's shareholders desire to
assure the continued services of the Executive on behalf of the Company and the Holding
Company; and

WHEREAS, in addition to the foregoing, the Board of Directors of the Holding
Company (the "Board") and the Company have determined that it is in the best interests of the
Company, the Holding Company and the Holding Company's shareholders to assure that they
will have the continued dedication of the Executive, notwithstanding the possibility, threat or
occurrence of a Change of Control (as defined below) of the Holding Company or the Company.
The Board believes it is imperative to diminish the inevitable distraction of the Executive by
virtue of the personal uncertainties and risks created by a pending or threatened Change of
Control and to encourage the Executive's full attention and dedication to the Company currently
and in the event of any threatened or pending Change of Control, and to provide the Executive
with compensation and benefits arrangements upon a change of Control which ensure that the
compensation and benefits expectations of the Executive will be satisfied and which are
competitive with those of other corporations.

NOW, THEREFORE, in consideration of the premises and of the covenants and
agreements provided in this Agreement, the parties agree as follows:

1. (a) Effective Date. This Agreement and the Employment Period shall be
deemed to be effective on January 1, 2004.
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(b) Employment Period. The Holding Company and the Company hereby
agree to continue the Executive in their employment, and the Executive hereby agrees to remain
in the employment of the Holding Company and the Company, in accordance with the terms and
provisions of this Agreement, for the period commencing on January 1, 2004 and ending on the
same day of the year sixty (60) months after said date(the "Employment Period").

Irrespective of the foregoing, however, in the event that a change of control
occurs as the same is defined in paragraph 16 hereafter, then the contract herein shall be deemed
to have renewed effective on the date of change of control and shall expire sixty (60) months
thereafter.

2. Superseding Agreement. It is the intention that this Employment Agreement once
fully executed, shall supersede and replace any existing employment agreement previously
entered into between the Executive and the Holding Company and/or the Company for the period
commencing January 1, 2004.

3. Positions and Duties. During the Employment Period, the Executive's position
(including status, offices, titles and reporting requirements), authority, duties and responsibilities
shall be at least commensurate in all material respects with the most significant of those which he
holds as of the date of the execution of this Agreement.

During the period of employment, except for periods of vacation and sick leave,
the Executive agrees to devote reasonable attention and time during normal business hours to the
business and affairs of the Holding Company and Company to the extent necessary to discharge
his responsibilities as Executive hereunder, and shall use his best efforts to perform faithfully
and efficiently such responsibilities. During the Employment Period, however, it shall not be
deemed a violation of this Agreement if the Executive serves on corporate, civic or charitable
boards or committees to the same extent such service is presently permitted or to manage his
own personal investments so long as the activities do not significantly interfere with the
performance of the Executive's responsibility as defined herein. To the extent that said activities
have been conducted by the Executive prior to the effective date of this Agreement, the
continued conduct of such activities subsequent to the effective date shall not be deemed to
interfere with the performance of the Executive's responsibilities.

4. Compensation. During the initial year of the Employment Period, the Executive
shall receive an annual base salary ("Annual Base Salary") of $110,000.00 which shall be
payable on an equal monthly basis. The Base Salary shall be reviewed at least annually and shall
be increased at any time and from time to time as shall be consistent with base salaries generally
awarded in the ordinary course of business to other executives of the Company.

5. Annual Bonuses. In addition to the Annual Base Salary, the Executive shall be
awarded, for each fiscal year ending during the Employment Period, an annual bonus (the
"Annual Bonus”) payable in cash, such amounts as the Board of Directors of the Holding
Company and the Company shall determine, in its judgment, to be appropriate based upon the
performance of the Executive, the Holding Company and the Company. Each such Annual

{457907:)



W)

Bonus shall be paid in cash of the Holding Company no later than the end of the third month of
the fiscal year next following the fiscal year for which the Annual Bonus is awarded, unless the
Executive shall elect to defer the receipt of said Annual Bonus. (The average of the last two
Annual Bonuses shall be referred to as the "Recent Average Bonus").

6. Deferred Compensation. In addition to other compensation and benefits noted
herein, the Board of Directors of the Holding Company and Company will contribute into a
deferred compensation account for the benefit of the Executive. Any stock portion of the
account will be credited with the actual dividends paid on equivalent shares for the period in
question. The price per share for all shares so purchased/awarded shall be deemed the price for
the last reported transfer as of 12/31 of the prior year.

For the calendar year 2004 the amount to be contributed by the Holding Company
and Company into the deferred compensation account shall be $10,000.00, and the amount shall
increase each subsequent year of the Employment Period at the discretion of the board.

The entire deferred compensation account shall be credited to stock of the
Holding Company. The Executive will be entitled to receive additional credit for any dividends
that would have been earned on said stock if the same had been issued.

The right to receive said benefits shall vest upon the earlier of the following:

A. The Executive's death;

B. Termination of the Executive's employment with the Holding Company
and/or the Company;
C. Executive's retirement from employment by the Holding Company and/or

the Company;
D. Termination of this Employment Agreement.
E. Upon change of control as defined herein.

7. Incentive, Savings and Retirement Plans. During the Employment Period, the
Executive shall be entitled to participate in all incentive, savings and retirement plans, policies
and programs which are applicable generally to executives of the Company and Holding
Company. In addition, the Executive shall be entitled to participate in any special incentive,
savings and retirement plans, policies and programs which are available specially to the
Executive or to the Executive's peers including, but not limited to, any stock option plan which is
presently or may hereafter be established.

During the period of Executive’s employment prior to the execution of this
Agreement, the Executive, Company and Holding Company have entered into a certain
Executive Salary Continuation Agreement dated September 26, 2001, and a Rabbi Trust for the
Executive Salary Continuation Agreement and the Endorsement Method Split Dollar Plan
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Agreement. Said Agreements, together with any other previously entered into agreement by the
parties, shall remain in full force and effect and shall be in addition to any of the provisions
contained herein.

8. Welfare Benefit Plans. During the Employment Period, the Executive and the
Executive's family shall be eligible for participation in and receive benefits from any welfare
benefit plan which is provided by the Company, including without limitation medical insurance,
prescription drug, dental, disability, salary continuation, life insurance, group life, accidental
death and travel insurance to the extent that the same are generally available to the Executive
and/or the Executive's peers. In addition, the Company shall pay for an annual physical for the
Executive, including all tests which may be required or recommended by the Executive’s chosen
physician.

Currently the Executive is receiving Blue Choice Select medical insurance
("Family Coverage") and Smile Saver Family Dental coverage. In the year 2005 and subsequent
years, however, the Company reserves the right to pass along to the Executive any increases in
premiums for either the Choice Select or the Smile Saver. The Company further reserves the
right to change medical and dental plans during the term of this Agreement.

9. Expense Reimbursement. During the Employment Period, the Executive shall be
entitled to receive prompt reimbursement for all reasonable employment related expenses
incurred by the Executive in the performance of his duties herein.

10.  Fringe Benefits. The Company shall provide membership to the Executive in the
Wayne Hills Country Club. In addition, the Employee shall be entitled to use of a Company
automobile to be mutually selected by the Company and the Employee.

11. Office and Support Staff. During the Employment Period, the Executive shall be
entitled to an office or offices of the size and furnishings which Executive maintains at the time
of the execution of this Agreement, and to personal secretarial and other assistance equivalent to
those services available on the effective date of this Agreement.

12.  Vacation. During the Employment Period, the Executive shall be entitled to paid
vacation of at least four (4) weeks for 2004 and each subsequent year of the Employment Period.
Irrespective of the foregoing, however, in the event that the Company adopts a vacation plan
which will be more favorable to the Executive then provided herein, then the Executive shall
have the right to determine whether the terms of this Agreement or the terms of the plan shall
control.

13.  Termination of Employment. Irrespective of the provisions which are set forth in
paragraph 1 regarding the term of this Agreement, this Agreement may be terminated upon the
following events:

A. Death. The Executive's employment shall terminate automatically upon
the Executive's death during the Employment Period.
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. B. Disability. If the Board of Directors of the Holding Company and the
Company reasonably determine, in good faith, that a disability of the Executive has occurred
during the Employment Period, said party shall give to the Executive (and the Executive's
spouse) written notice in accordance with Section 21 of its intention to terminate the Executive's
employment. For purposes of this section, "disability" shall mean that Executive has been
unable to substantially perform his duties and responsibilities provided for in this Agreement for
a period of not less than thirty (30) hours per week, for a period of at least twenty-six (26)
consecutive weeks as a result of the Executive's incapacity due to mental or physical illness
which is determined to be total and permanent by a physician selected jointly by the Executive
and the Holding Company and Company, or, if the parties are unable to reach agreement on the
selection. of a physician, then the Executive shall select a physician of his choice, the Holding
Company and Company shall jointly select one physician of their choice, and the two physicians
shall select an independent physician. Each physician shall be provided with copies of all
applicable medical reports relating to the Executive's disability and each physician shall be
authorized to examine the Executive. A majority of the three physicians determination as to
disability shall control under the terms of this Agreement.

C. Cause. The Holding Company and the Company, acting jointly, may
terminate the Executive's employment during the Employment Period based upon Cause. For
purposes of this Agreement, "Cause" shall mean:

(1) Executive's repeated violation of his obligations of employment
under the terms of this Agreement (other than as a result of incapacity due to physical or mental
illness) which are demonstrably willful and deliberate on the Executive's part, which are
committed in bad faith or without reasonable belief that said violations are in the best interests of
the Holding Company and the Company, and which are not remedied in a reasonable period of
time after receipt of written notice from the Holding Company and the Company specifying such
violations; or

(2)  the conviction of the Executive of a felony involving moral
turpitude. In establishing a termination for cause under subparagraph 1 herein, it shall be
incumbent upon the Holding Company and Company to establish either that the conduct
constituted a violation of written policy and/or duties previously communicated to the Executive;
or (b) that as a result of past conduct, the Executive knew or should have known that said duties
or conduct was expected of him.

D. Good Reason: Window Period. The Executive's employment may be
terminated during the Employment Period by the Executive for Good Reason. For purposes of
this Agreement, "Good Reason" shall mean:

(1) assigning to the Executive duties which are inconsistent in respect
to the Executive's position, authorities, duties or responsibilities or any other action by the
Company which results in diminution in the Executive's position, authority, duties or
responsibilities, (excluding isolated, insubstantial and inadvertent actions not taken in bad faith
which are remedied by the Company within a reasonable period of time or if such diminution
results from the Executive's physical disability, provided that if Executive's physician determines
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that said diminution is not necessary for the Executive's health, said diminution shall not be
excluded).

2 any material failure by the Company to comply with the provisions
of this Agreement;

3) any purported termination by the Company of the Executive's
employment otherwise than as expressly permitted by this Agreement.

For purposes of this Section, any good faith determination of "Good Reason" by the Executive
shall be conclusive.

14.  Notice of Termination. Any termination of the Executive by the Holding
Company and Company, or by the Executive without reason, or at any time for Good Reason,
shall be communicated by Notice of Termination to the other party in accordance with the
provisions of Section 21 of this Agreement. Said notice shall set forth the specific termination
provision in this Agreement which is relied upon and, if applicable, reasonable details of the
facts and circumstances claimed to provide a basis for termination under such section. Said
Notice shall further set forth the date in which said termination is to become effective.

15. Obligations of the Company Upon Termination.

A. Termination For Reasons Other Than for Cause or Termination for Good
Reason. If, during the Employment Period, the Holding Company and the Company shall
terminate the Executive other than for Cause or the Executive shall terminate his employment
other than for Good Reason, Disability, or Death:

(1)  the Holding Company and the Company shall pay to the Executive
in a lump sum in cash within thirty (30) days after the Date of Termination the aggregate of the
following amounts:

(a)

(b) the sum of the Executive's Annual Base Salary computed through
the Date of Termination (to the extent not theretofore paid), plus a prorated share of the Recent
Average Bonus previously received by the Executive, plus any compensation previously deferred
by the Executive together with accrued interest or earnings thereon, plus any accrued vacation
pay (said sums collection hereinafter referred to be "Accrued Obligations") and

(c) an amount equal to the product of 1.667 times the Executive's
Annual Base Salary.

(2) In addition to the foregoing, for the remainder of the three year
period which would have been the Employment Period but for termination (or for such longer
period as any plan, practice or policy may otherwise provide), the Company shall continue to
provide to the Executive and Executive's family benefits at least equal to those which would
have been provided to them under then existing Welfare Benefit Plans if the Executive's
employment had not been terminated. Irrespective of the foregoing, however, in the event that
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the Executive shall become re-employed with another employer during the remainder of the two-
year period noted herein, and Executive is eligible to receive such medical or other welfare
benefits under another employer provided plan, then the medical and other welfare benefits
described herein shall be deemed secondary to those under such other plan provided by the
Executive's new employer.

B. Death. If the Executive's employment is terminated by reason of the
Executive's death during the Employment Period, this Agreement shall terminate without further
obligations to the Executive's estate under this Agreement, other than for:

(1)  Payment of Accrued Obligations (which shall be paid to the
Executive's estate or beneficiary in a lump sum in cash within 30 days of the Date of
Termination,

(2)  Timely payment or provision for the Welfare Benefit Continuation
and Other Benefits as provided herein for a period of two years,

(3)  Payment to the Executive's estate or beneficiary, if applicable, in a
lump sum in cash within thirty (30) days of the Date of Termination of any amount of death
benefit then provided by the Company and/or the Holding Company under the then-existing
plan, policies or arrangements, and

(4)  The proceeds of any life insurance covering the Executive to the
extent that the same was paid for directly or on a contributory basis by the Executive (all said
benefits hereinafter referred to as the "Death Benefits").

C. Disability. If the Executive's employment is terminated by reason of the
Executive's Disability during the Employment Period, this Agreement shall terminate without
further obligations to the Executive except that the Company and/or the Holding Company shall
continue to be responsible for:

(1)  Payment of Accrued Obligations (which shall be paid to the
Executive in a lump sum in cash within thirty (30) days of the date of the Termination).

(2)  Timely payment of any Benefit Continuation or Other Benefits
which may then be available under then existing policy and/or plan.

D. Termination for Cause: If the Executive's employment shall be terminated
for Cause during the Employment Period, this Agreement shall terminate without further
obligations to the Executive other than the obligation to pay to the Executive Annual Base Salary
through the Date of Termination plus the amount of any compensation previously deferred by the
Executive (in each case to the extent theretofore unpaid). In all such cases, all Accrued
Obligations shall be paid to the Executive in a lump sum in cash within 30 days of the Date of
Termination.
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16.  Non-exclusivity of Rights. Nothing contained in this Agreement shall prevent or
limit the Executive's continuing or future participation in plans, programs or policies which are
adopted after the execution of this Agreement by the Company and for which the Executive may
be qualified.

17. Change of Control.

A. For purposes of this Agreement, a Change of Control shall mean:

(1) The acquisition by any one or more individuals, entities or groups
(within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as
amended (the "Exchange Act")) (a "Person") of beneficial ownership (within the meaning of
Rule 13d-3 promuigated under the Exchange Act) of 35% or more of either (i) the then
outstanding shares of common stock of the Holding Company (the "Outstanding the Holding
Company Common Stock") or (ii) the combined voting power of the then outstanding voting
securities of the Holding Company entitled to vote generally in the election of directors (the
"Qutstanding the Holding Company Voting Securities”).

Irrespective of the foregoing, however, any transfer made as the
result of the death of a shareholder whereby said shares pass to a beneficiary as designated under
the shareholder's duly probated Last Will and Testament, or as a result of intestacy should the
deceased shareholder not have a duly probated Last Will and Testament, or by joint tenancy
should the shares be owned by the deceased shareholder jointly with a spouse, or deceased
shareholder’s issue, shall not be deemed to be a transfer for purposes of determining a change of
control as set forth in this Article 17. In addition, any transfer made by a shareholder which has
been consented to by the Executive prior to said transfer being made shall be excluded from any
computation of change of control under the provisions of this Article 17. Any such transfer by
death or approved transfer by Executive is hereinafter referred to as an "Exempt Transfer"; or

2) Individuals who, as of the date hereof, constitute the Board (the
"Incumbent Board") cease for any reason to constitute at least a majority of the Board; provided,
however, that any individual becoming a director subsequent to the date hereof whose election,
or nomination for election by the Holding Company's shareholders, was approved by a vote of at
least a majority of the directors then comprising the Incumbent Board shall be considered as
though such individual were a member of the Incumbent Board, but excluding, for this purpose,
any such individual whose initial assumption of office occurs as a result of either an actual or
threatened election contest (as such terms are used in Rule 14a-11 of Regulation 14A
promulgated under the Exchange Act) or other actual or threatened solicitation of proxies or
consents by or on behalf of a Person other than the Board; or

(3) Approval by the shareholders of the Holding Company of a
reorganization, merger or consolidation, in each case, unless, following such reorganization,
merger or consolidation, (i) more than 65% of, respectively, the then outstanding shares of
common stock of the corporation resulting from such reorganization, merger or consolidation
and the combined voting power of the then outstanding voting securities of such corporation
entitled to vote generally in the election of directors is then beneficially owned, directly or
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indirectly, by all or substantially all of the individuals and entities who were the beneficial
owners, respectively, of the Outstanding the Holding Company Common Stock and Outstanding
the Holding Company Voting Securities immediately prior to such reorganization, merger or
consolidation in substantially the same proportions as their ownership, immediately prior to such
reorganization, merger or consolidation, of the Outstanding the Holding Company Common
Stock and OQutstanding Company Voting Securities, as the case may be (excepting the exempt
transfers noted in (i) above, (ii) no Person (excluding the Holding Company, any employee
benefit plan (or related trust) of the Holding Company, or such corporation resulting from such
reorganization, merger or consolidation and any Person beneficially owning, immediately prior
to such reorganization, merger or consolidation, directly or indirectly, 35% or more of the
QOutstanding Holding Company Common Stock or Qutstanding Holding Company Voting
Securities, as the case may be) beneficially owns, directly or indirectly, 35% or more of,
respectively, of the then outstanding shares of common stock of the corporation resulting from
such reorganization, merger or consolidation or the combined voting power of the then
outstanding voting securities of such corporation, and (iii) at least a majority of the members of
the board of directors of the corporation resulting from such reorganization, merger or
consolidation were members of the Incumbent Board at the time of the execution of the initial
agreement providing for such reorganization, merger or consolidation; or

“4) Approval by the shareholders of the Holding Company of (i) a
complete liquidation or dissolution of the Holding Company or (i) the sale or other disposition
of all or substantially all of the assets of the Holding Company, other than to a corporation, with
respect to which following such sale or other disposition, (A) more than 65% of, respectively, the
then outstanding shares of common stock of such corporation and the combined voting power of
the then outstanding voting securities of such corporation entitled to vote generally in the
election of directors is then beneficially owned, directly or indirectly, by all or substantially all of
the individuals and entities who were the beneficial owners, respectively, of the Qutstanding the
Holding Company Common Stock and Outstanding the Holding Company Voting Securities
immediately prior to such sale or other disposition in substantially the same proportion as their
ownership, immediately prior to such sale or other disposition, of the Outstanding the Holding
Company Common Stock and Outstanding the Holding Company Voting Securities, as the case
may be, (B) no Person (excluding the Holding Company and any employee benefit plan (or
related trust) of the Holding Company, or such corporation and any Person beneficially owning,
immediately prior to such sale or other disposition, directly or indirectly, 35% or more of the
Outstanding the Holding Company Common Stock or Outstanding the Holding Company Voting
Securities, as the case may be) beneficially owns, directly or indirectly, 35% or more of,
respectively, of the then outstanding shares of common stock of such corporation and the
combined voting power of the then outstanding voting securities of such corporation entitled to
vote generally in the election of directors and (C) at least a majority of the members of the board
of directors of such corporation were members of the Incumbent Board at the time of the
execution of the initial agreement or action of the Board providing for such sale or other
disposition of assets of the Holding Company; or

(5) the issuance or transfer of sufficient shares of stock, or a merger,

reorganization or consolidation, which results in (i) more than 50% of the then outstanding
shares of common stock of the Company, or (ii) securities having more than 50% of the
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combined voting power of the then outstanding voting securities of the Company entitled to vote
generally in the election of directors, being owned by other than the Holding Company or
persons who owned securities having more than 65% of the combined voting power of the
outstanding voting securities of the Holding Company entitled to vote generally in the election of
directors of the Holding Company prior to the transaction (but expressly excluding Exempt
Transfers as set forth in subparagraph 1 herein.

B. At any time during the term of this Agreement following an event of a
Change of Control as defined herein, the Executive shall be authorized to terminate his
employment with the Holding Company and Company without cause. In said event, the
Executive shall be entitled to receive within thirty (30) days after date of termination: (i) the
lesser of six (6) times the Executive's annual base salary, or the maximum amount which would
be permitted under the Internal Revenue Code Section 280G which will not result in the
imposition of the 20% excise tax, (ii) all deferred compensation including the full funding of any
deferred compensation that would be owed to the Executive upon completion of the calendar
year in which the termination occurred, and (iii) Benefit Continuation for a period of two years
following termination.

18.  Full Settlement: Resolution of Disputes. = The obligation of the Company to
make payments provided for in this Agreement and to otherwise to perform its obligations
hereunder shall not be affected by any set-off, counterclaim, recoupment, defense or other claim,
right or action which it may have against the Executive. In no event shall the Executive be
obligated to seek other employment or take any other action by way of mitigation of the amounts
payable to the Executive under any of the provisions of this Agreement and such amounts shall
not be reduced whether or not the Executive obtains other employment.

19. Confidential Information. The Executive shall hold in a fiduciary capacity for the
benefit of the Company and its affiliated companies all secret or confidential information,
knowledge or data relating to the Company or any of its affiliated companies, and their
respective businesses, which shall have been obtained by the Executive during the Executive's
employment by the Company or any of its affiliated companies and which shall not be or become
public knowledge (other than by acts by the Executive or representatives of the Executive in
violation of this Agreement). After termination of the Executive's employment with the
Company, the Executive shall not, without the prior written consent of the Company or as may
otherwise be required by law or legal process, communicate or divulge any such information,
knowledge or data to anyone other than the Company and those designated by it. In no event
shall an asserted violation of the provisions of this Section constitute a basis for deferring or
withholding any amounts otherwise payable to the Executive under this Agreement.

20. Successors.

A. This Agreement is personal to the Executive and without the prior written
consent of the Holding Company and the Company shall not be assignable by the Executive.
This Agreement shall inure to the benefit of and be enforceable by the Executive's legal
representatives.
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B. This Agreement shall inure to the benefit of and be binding upon the
Holding Company, the Company and their successors and assigns.

C. The Holding Company and the Company will require any successor
(whether direct or indirect, by purchase, merger, consolidation or otherwise to all or substantially
all of their respective businesses and/or assets to assume expressly and agree to perform this
Agreement in the same manner and to the same extent that each of them would respectively be
required to perform it if no such succession had taken place.

21. Miscellaneous.

A. As used in this Agreement, "Company" and "the Holding Company" when
used singly shall mean each of them as hercinbefore defined and any successor to their
respective businesses and/or assets as aforesaid which assumes and agrees to perform this
Agreement by operation of law, or otherwise.

B. This Agreement shall be governed by and construed in accordance with
the laws of the State of New York, without reference to principles of conflict of laws. The
captions of this Agreement are not part of the provisions hereof and shall have no force or effect.
This Agreement may not be amended or modified otherwise than by a written agreement
executed by the parties hereto or their respective successors and legal representatives.

C. All notices and other communications hereunder shall be in writing and
shall be given by hand delivery to the other party or by registered or certified mail, return receipt
requested, postage prepaid, addressed as follows:

If to the Executive:

Clair J. Brtt, Jr.
8632 Welch Road
Lyons, New York 14489

If to the Holding Company
or the Company:

The Lyons National Bank

35 William Street

Lyons, New York 14489

Attn: Chairman of Board of Directors

or to such other address as either party shall have furnished to the other in writing in accordance
herewith. Notice and communications shall be effective when actually received by the
addressee.

D. The invalidity or unenforceability of any provision of this Agreement shall
not affect the validity or enforceability of any other provision of this Agreement.
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E. The Holding Company and the Company may withhold from any amounts
payable under this Agreement such Federal, state or local taxes as shall be required to be
withheld pursuant to any applicable law or regulation.

F. The Executive's, the Holding Company's or the Company's failure to insist
upon strict compliance with any provision hereof or any other provision of this Agreement or the
failure to assert any right the Executive, the Holding Company or the Company may have
hereunder, including, without limitation, the right of the Executive to terminate employment for
Good Reason pursuant to Section 13(d) of this Agreement, shall not be deemed to be a waiver of
such provision or right or any other provision or right of this Agreement.

G. The Executive and the Holding Company and the Company acknowledge
that, if prior to the Effective Date, (i) the Executive's employment with the Holding Company
and the Company terminates or (ii) the Executive ceases to be an officer of the Holding
Company and the Company, then the Executive shall have no further rights under this
Agreement. '

22. Certain Reduction of Payments by the Company.

A. Anything in this Agreement to the contrary notwithstanding, in the event
that 1t should be determined that any payment or distribution by the Company to or for the
benefit of the Executive (whether paid or payable or distributed or distributable pursuant to the
terms of this Agreement or otherwise but determined without regard to any reduction required
under this Section (a Payment) would be nondeductible by the Company for federal income tax
purposes pursuant to the provisions of Section 280G of the Internal Revenue Code, then the
aggregate present value of all Payments shall be reduced (but not below zero) such that such
aggregate present value of Payments equals the Reduced Amount. The "Reduced Amount” shall
be an amount expressed in present value which maximizes the aggregate present value of
Payments without causing any Payment to be nondeductible by the Company because of Section
280G of the Code. For purposes of this Section, present value shall be determined in accordance
with Section 280G(d)(4) of the Code.

B. As a result of the uncertainty and the application of Section 280G of the
Code at the time of the initial determination by the Company, it is possible that the Payment will
have been made by the Company which should not have been made (hereinafter referred to as
"Overpayment") or that additional Payments will not have been made by the Company which
should have been made (Underpayment), in each case, consistent with the calculations required
to be made hereunder. In the event that the accounting firm then servicing the books and records
of the Company determines that an Overpayment has been made, any such overpayment should
be treated for all purposes as a loan to the Executive which the Executive shall repay to the
Company together with interest at the applicable federal rate as provided in Section 7872(f)(2) of
the Code; provided, however, that no amount shall be payable by the Executive to the Company
if and to the extent that said Payment would not reduce the amount which is subject to taxation
under Section 4999 of the Code. In the event that the accounting firm then servicing the
Company determines that an Underpayment has occurred, any such Underpayment shall be
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promptly paid by the Company to or for the benefit of the Executive together with interest at the
applicable federal rate provided for in Section 7872(f)(2) of the Code.

C. The parties understand, acknowledge and agree that, notwithstanding any
other provision of this Agreement, the Company shall not be obligated to make any Payment or
provide for any benefit under this Agreement where (i) appropriate regulatory authority does not
approval or acquiesce as may be required by law; or (ii) the Company has been informed either
orally or in writing by a representative of the appropriate regulatory authority that it is the
position of said regulatory authority that making said Payment or providing said benefit would
constitute an unsafe and unsound practice, violate a written agreement between the Company and
the regulatory authority, violate an applicable rule or regulation of the authority, or would cause
or representative of the regulatory authority to recommend enforcement action against the
Company; provided, however, that consistent with said regulatory compliance, the Company will
nevertheless use its best efforts to make each Payment to the maximum extent permitted.

IN WITNESS WHEREOF, the Executive and, pursuant to the authorization by
their respective Boards of Directors, the Company and the Holding Company have signed this
Agreement, all as of the day and year first above written.

/s/ Clair J. Britt, Jr.
CLAIR J. BRITT, JR.

LYONS BANCORP, INC.

By: /s/ James E. Santelli
Director

THE LYONS NATIONAL BANK

By: /s/_James E. Santelli
Director
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EXHIBIT 6.3
EXECUTIVE SALARY CONTINUATION AGREEMENT

THE AGREEMENT, made and entered into this 26™ day of September, 2001 by
and between The Lyons. National Bank, a banking corporation organized and existing
under the laws of the United States (hereinafter called “Bank”), and Robert A. Schick
(hereinafter called the “Executive”). '

WITNESSETH:

WHEREAS, the Executive has been and continues to be a valued Executive‘ of the
Bank, and is now serving the Bank as its President and Chief Executive Officer; and,

WHEREAS, it is the consensus of the Board of Directors that the Executive’s
services to the Bank in the past have been of exceptional merit and have constituted an
invaluable contribution to the general welfare of the Bank and in bringing it to its present
status of operating efficiency, and its present position in its field of activity; and,

WHEREAS, the experience of the Executive, his knowledge of the affairs of the
Bank, his reputation and contacts in the industry are so valuable that assurance of his
continued services is essential for the future growth and profits of the Bank and it is in the
best interests of the Bank to arrange terms of continued employment for the Executive so
as to reasonably assure his remaining in the Bank’s employment during his lifetime or
until the age of retirement; and,

WHEREAS, it is the desire of the Bank that his services be retained as herein
provided; and,

WHEREAS, the Executive is willing to continue in the employ of the Bank
provided the Bank agrees to pay to him or his beneficiaries certain benefits in accordance
~ with the terms and conditions hereinafter set forth:

ACCORDINGLY, it is the desire of the Bank and the Executive to enter into this

agreement under which the Bank will agree to make certain payments to the Executive at
retirement or his beneficiary in the event of his premature death while employed by the
Bank; and,

FURTHERMORE, it is the intent of the parties hereto that this agreement be
considered an unfunded arrangement maintained primarily to provide supplemental
benefits for the Executive, as a member of a select group of management or highly

compensated employees of the Bank for the purposes of the Employee Retirement

Income Security Act of 1974, (ER.I.S.A.):

o




NOW, THEREFORE, in consideration of services performed in the past and to be

performed in the future as well as of the mutual promises and covenants herein contained
it is agreed as follows:

L.

IL.

III.

EMPLOYMENT

The Bank agrees to employ the Executive in such capacity as the Bank may from
time to time determine. The Executive will continue in the employ of the Bank in
such capacity and with such duties and responsibilities as may be assigned to him,
and with such compensation as may be determined from time to time by the Board
of Directors of the Bank. Active employment shall include temporary disability
not to exceed six (6) months (26 weeks) and other “leave of absences” specifically
granted by the Board of Directors.

FRINGE BENEFITS

The salary continuation benefits provided by this agreement are granted by the
Bank as a fringe benefit to the Executive and are not part of any salary reduction
plan or an arrangement deferring a bonus or a salary increase. The Executive has
no option to take any current payment or bonus in lieu of these salary continuation
benefits except as set forth hereinafter.

RETIREMENT DATE

If Executive remains in the continuous employ of the Bank, he shall retire from
active employment with the Bank thirty (30) days after attaining his sixty-second
(62™) birthday, unless by action of the Board of Directors his period of active
employment shall be shortened or extended. ‘

EARLY RETIREMENT

The Executive may retire early provided the Executive has attained his sixtieth
(60th) birthday. Upon said early retirement, the Executive shall receive the
benefits set forth in Paragraph V subject to vesting schedule in Paragraph VIII,
and based upon the Executive’s compensation at said early retirement.

RETIREMENT BENEFIT AND POST-RETIREMENT DEATH BENEFIT

Subject to Subparagraph IX (A), upon said retirement the Bank, commencing each
January 1% following said retirement, shall pay Executive an annual benefit equal
to seventy-five percent (75%) of Executive’s average of highest three (3) years
(salary, bonus and deferred compensation) immediately prior to his retirement,
said amount to be reduced by the following amounts the Executive would be
entitled to at age sixty-two (62): (i) The amount available to the Executive from
the Bank’s pension plan assuming lifetime with fifteen (15) years certain; (ii) The



VI

VIL

Bank’s contribution to the Executive’s 401(k) plan annuitized assuming the
Executive would be paid for fifteen (15) years certain using a rate of return equal
to the average one-year Federal funds rate for the twelve (12) months immediately
preceding the Executive’s retirement. It shall further be assumed that the
Executive has contributed the maximum voluntary contribution to the 401(k) plan
thereby being eligible for maximum Bank contribution and assume seven percent .
(7%) interest on Bank contribution. And, (iii) fifty percent (50%) of the
Executive’s age sixty-two (62) Social Security benefit. The benefit shall be
payable beginning thirty (30) days following retirement in equal monthly
installments (of 1/12 of the annual benefit) until the death of the Executive,
provided that if less than one hundred and eighty (180) such monthly payments
have been made prior to the death of the Executive, the Bank shall continue such
monthly payments to whomever the Executive shall designate in writing and filed
with the Bank, until the full number of one hundred and eighty (180) monthly
payments have been made. In the absence of any effective designation of
beneficiary, any such amounts becoming due and payable upon the death of the
Executive shall be payable to the duly qualified executor or administrator of his
estate.

DEATH BENEFIT PRIOR TO RETIREMENT

In the event the Executive should die while actively employed by the Bank at any
time after the date of this Agreement but prior to his attaining the age of sixty-two
(62) years (or such later date as may be agreed upon), the Executive shall become
100% vested in the value of his accrued liability account. The benefit shall be
payable in either, at the discretion of the Bank, fifteen (15) annual payments using
a rate of return equal to the average one year Federal funds rate for the twelve (12)
months immediately preceding the Executive’s date of death, or in a lump sum.
Further, as set forth in this Agreement, the benefits shall be payable to such
individual or individuals as the Executive may have designated in writing and
filed with the Bank. The said monthly payments shall begin the first day of the
month following the death of the Executive. In the absence of any effective
designation of beneficiary, any such amounts becoming due and payable upon the
death of the Executive shall be payable to the duly qualified executor or
administrator of his estate. Provided, however, that anything hereinabove to the

contrary notwithstanding, no death benefit shall be payable hereunder if it is

determined that the Executive’s death was caused by suicide on or before
September 12, 2003.

BENEFIT ACCOUNTING

The Bank shall account for this benefit using the regulatory accounting principles
of the Bank’s primary federal regulator. The Bank shall establish an accrued
liability retirement account for the Executive into which appropriate reserves shall
be accrued.



VIII. VESTING

IX.

The Executive shall be entitled to receive ten percent (10%) times the number of
full years the Executive has been employed by the Bank from the date of this
Agreement.

OTHER TERMINATION OF EMPLOYMENT AND DISABILITY

Subject to Subparagraph IX (A) herein, in the event that the employment of the
Executive shall terminate prior to retirement from active employment, as provided
in Paragraph III, by the Executive’s voluntary action, then this Agreement shall
terminate upon the date of such termination of employment. The Bank shall pay
to the Executive an amount of money equal to the accrued balance of Executive’s
liability reserve account, at termination, multiplied by Executive’s cumulative
vested percentage as set forth in Paragraph VIII hereinabove. The payments are to
begin thirty (30) days following the Executive’s Retirement Date (Paragraph III).
This severance compensation shall be paid in ten (10) equal annual installments
without interest. "

Subject to Subparagraph IX (A) herein, in the event that the employment of the
Executive shall terminate prior to retirement from active employment, as provided
in Paragraph III, due to the Executive’s discharge by the Bank, then this
Agreement shall terminate upon the date of such termination of employment. The
Bank shall pay to the Executive an amount of money equal to the accrued balance

of Executive’s liability reserve account at termination. These payments shall
begin thirty (30) days following the date of the termination of service. This
severance compensation shall be paid ini ten (10) equal annual installments with
interest equal to the average of Federal funds rate for the twelve (12) months

immediately preceding the termination of the Executive.

In the event the Executive’s death should occur after such severance but prior to
the completion of the monthly payments provided for in this Paragraph IX, the
remaining instaliments shall be paid to such individual or individuals as the
Executive may have designated in writing, and filed with the Bank. In the
absence of any effective designation of beneficiary, any such amounts shall be
payable to the duly qualified executor or administrator of his estate.

A) Discharge for Cause:

Should the Executive be discharged for cause at any time, all benefits
under this Agreement shall be forfeited. The term “for cause” shall mean
gross negligence or gross neglect or willful violation of any law that
results in any adverse effect on the Bank. If a dispute arises as to
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discharge “for cause”, such dispute shall be resolved by arbitration as set
forth in this Agreement.

B.) Disability Provision:

In the event the Executive’s employment should terminate due to a total
disability, as determined by the Executive’s individual disability insurance
policy, one hundred percent (100%) of the balance in the Executive’s
accrued liability account (at the time of said disability) shall be paid to the
Executive for ten (10) years using the average Federal funds rate for the
twelve (12) months preceding the Executive’s date of disability, or in lump
sum at Bank’s discretion. Said payment shall commence thirty (30) days
following termination due to disability. It is further agreed that in
conjunction with this benefit plan the Bank will apply for and pay for a
disability income policy in an amount providing at least sixty percent
(60%) of the Executive’s annual total compensation and sixty percent
(60%) of the Executive’s insurable retirement benefit plan contributions.
This Plan shall have an elimination period of one (1) year.

PARTICIPATION IN OTHER PLANS

" The benefits provided hereunder shall be in addition to Executive’s annualvsalary

as determined by the Board of Directors, and shall not affect the right of
Executive to participate in any current or future Bank Retirement Plan, group
insurance, bonus, or in any supplemental compensation arrangement which
constitutes a part of the Bank's regular compensation structure.

NON-COMPETE

The payment of benefits under this Agreement shall be contingent upon the
Executive’s not engaging in any activity that directly or indirectly competes with
the Banks interests, within 25 miles of any physical office of the Bank existing at
the time of Executive’s retirement or voluntary termination. This provision shall
last for three (3) years from termination of employment. However, this provision
shall not apply in the event of a Change of Control as described in Section XII
below.

CHANGE OF CONTROL

After a Change of Control as set forth herein, if the Executive subsequently
suffers a Termination of Employment, voluntary or involuntary, except for cause,
then the Executive shall be entitled to receive the benefits in Paragraph V. Said
benefit shall be based on the Executive’s salary bonus, and deferred compensation
at the time of said termination, reduced by the factors set forth in said Paragraph
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V. Said benefit shall commence thirty (30) days following said termination of

employment.

(A)  For purposes of this Agreement, a Change of Control shall mean:

1.

The acquisition by any one or more individuals, entities or groups
(within the meaning of Section 13(d)(3) or 14(d)(2) of the
Securities Exchange Act of 1934, as amended (the “Exchange
Act”)) (a “Person”) of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of 35% or more
of either (1) the then outstanding shares of common stock of the
Holding Company (the then outstanding shares of common stock
of the Holding Company (the “Outstanding Holding Company
Common Stock™) or (ii) the combined voting power of the then
outstanding voting securities of the Holding Company entitled to
vote generally in the election of directors (the “Outstanding’
Holding Company Voting Securities”).

Irrespective of the foregoing, however, any transfer made as the
result of the death of a shareholder whereby said shares pass to a
beneficiary as designated under the shareholder’s duly probated
Last Will and Testament, or as a result of intestacy should the
deceased shareholder not have a duly probated Last Will and
Testament, or by joint tenancy should the shares be owned by the
deceased . shareholder jointly with a spouse, or deceased
shareholder’s issue, shall not be deemed to be a transfer for
purposes of determining a change of control as set forth in this
section. In addition, any transfer made by a shareholder which has
been consented to by the Executive within thirty (30) days of said
transfer, or which occurred more than three (3) years previously,
shall be excluded from any computation of Change of Control
under the provisions of this section. Any such transfer by death or
approved transfer by Executive is hereinafter referred to as an
“Exempt Transfer”; or

Individuals who, as of the date hereof, constitute the Board (the
“Incumbent Board”) cease for any reason to constitute at least a
majority of the Board; provided, however, that any individual
becoming a director subsequent to the date hereof whose election,
or nomination for election by the Holding Company’s
shareholders, was approved by a vote of at least a majority of the
directors then comprising the Incumbent Board shall be considered
as though such individual were a member of the Incumbent Board,
but excluding, for this purpose, any such individual whose initial
assumption of office occurs as a result of either an actual or
threatened election contest (as such terms as used in Rule 14a-11
of Regulation 14A promulgated under the Exchange Act) or other
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actual or threatened solicitation of proxies or consents by or on
behalf of a person other than the Board; or

Approval by the shareholders of the Holding Company of a
reorganization, merger or consolidation, in each case, unless,
following such reorganization, merger or consolidation, (1) more
than 65% of, respectively, the then outstanding shares of common
stock of the corporation resulting from such reorganization, merger
or consolidation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors is then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
Outstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such reorganization, merger or consolidation in
substantially the same proportions as their ownership, immediately
prior to such reorganization, merger or consolidation of the
Outstanding Holding Company Common Stock and Outstanding
Holding Company Voting Securities, as the case may be (excepting
the exempt transfers noted in (1) above, (ii) no Person (excluding

~ the Holding Company, any employee benefit plan (or related trust)

of the Holding Company, or such corporation resulting from such
reorganization, merger or consolidation, and any Person
beneficially owning, immediately prior to such reorganization,
merger or consolidation, directly or indirectly, 35% or more of the
Outstanding Holding Company Common Stock or Outstanding
Holding Company Voting Securities, as the case may be)
beneficially owns, directly or indirectly, 35% or more of,
respectively, of the then outstanding shares of common stock of the
corporation resulting from such reorganization, merger or
consolidation or the combined voting power of the then
outstanding voting securities of such corporation, and (iii) at least a
majority of the members of the board of directors of the
corporation resulting from such reorganization, merger or
consolidation were members of the Incumbent Board at the time of
the execution of the initial agreement providing for such
reorganization, merger or consolidations; or »
Approval by the shareholders of the Holding Company of (i) a
complete liquidation or dissolution of the Holding Company or (ii)
the sale or other disposition of all or substantially all of the assets
of the Holding Company, other than to a corporation, with respect
to which following such sale or other disposition, (a) more than
65% of, respectively, the then outstanding shares of common stock
of such corporation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote



U

XIII.

generally in the election of directors in then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
Outstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such sale or other disposition in substantially the same
proportion as their ownership, immediately prior to such sale or
other disposition, of the Outstanding Holding Company Common
Stock and the Outstanding Holding Company Voting Securities, as
the case may be, (b) no Person (excluding the Holding Company
and any employee benefit plan (or related trust) of the Holding
Company, or such corporation and any Person beneficially owning,
immediately prior to such sale or other disposition, directly or
indirectly, 35% or more of the Outstanding Holding Company
Common Stock or the Outstanding Holding Company Voting
Securities, as the case may be) beneficially owns, directly or
indirectly, 35% or more of, respectively, of the then outstanding
voting shares of common stock of such corporation and the
combined voting power of the then outstanding voting securities of
such corporation entitled to vote generally in the election of
directors and (c) at least a majority of the members of the board of
directors of such corporation were members of the Incumbent
Board at the time of the execution of the initial agreement or action
of the Board providing for such sale or other disposition of assets
of the Holding Company; or

5. The issuance or transfer of sufficient shares of stock, or a merger,
reorganization or consolidation, which results in (i) more than 50%
of the then outstanding shares of common stock of the Company,
or (i1) securities having more than 50% of the combined voting
power of the then outstanding voting securities of the Company
entitled to vote generally in the election of directors, being owned
by other than the Holding Company or persons who owned
securities having more that 65% of the combined voting power of
the outstanding voting securities of the Holding Company entitled
to vote generally in the election of directors of the Holding
Company prior to the transaction (but expressly excluding Exempt
Transfers as set forth in subparagraph (1) herein.

BANK CAPITAL

If after the retirement of Executive, the capital of the Bank should fall below the
minimum required by the Bank’s regulatory authority and/or the Bank fails to
make a profit in any two (2) successive years, Executive may, at his option,
demand that the Bank pay him the balance of the benefits due him in a lump sum.
The balance due Executive shall be an amount of money equal to his accrued
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liability benefit account balance and shall be paid to him by the Bank within thirty
(30) days of his demand.

ALIENABILITY

It is agreed that neither Executive, nor his/her spouse, nor any other assignee, shall
have any right to commute, sell, assign, transfer or otherwise convey the right to
receive any payments hereunder, which payments and the right thereto are
expressly declared to be non-assignable and non-transferable; and, in the event of
any attempted assignment or transfer, the Bank shall have no further liability
hereunder.

RESTRICTIONS ON FUNDING

The Bank shall have no obligation to set aside, earmark, or entrust any fund or
money with which to pay its obligations under this Agreement. The Bank
reserves the absolute right at its sole discretion to either fund the obligations
undertaken by this Agreement or to refrain from funding the same and determine
the extent, nature, and method of such funding.

GENERAL ASSETS OF THE BANK

The rights of the Executive under this Agreement and of any beneficiary of the
Executive shall be solely those of an unsecured creditor of the Bank. If the Bank
shall acquire an insurance policy or any other asset in connection with the
liabilities assumed by it hereunder, it is expressly understood and agreed that
neither Executive nor any beneficiary of Executive shall have any right with
respect to, or claim against, such policy or other asset. Such policy or asset shall
not be deemed to be held under any trust for the benefit of Executive or his
beneficiary or to be held in any way as collateral security for the fulfilling of the
obligations of the Bank under this Agreement. It shall be and remain a general,
unpledged, unrestricted asset of the Bank and Executive or his beneficiary shall
not have a greater claim to the insurance policy or other assets, or any interest in
either of them, than any other general creditor of the Bank.

REORGANIZATION

The Bank agrees that if the Bank merges or consolidates with any other company
or organization, or permits its business activities to be taken over by any other

~organization, or ceases its business activities or terminates its existence. The

Executive will be considered to be vested in one hundred percent (100%) of the
retirement benefit to be paid to the Executive pursuant to Paragraphs IV, V, VI,
IX, and XI.
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XXII

This Agreement may be amended in whole or in part from time to time mutual
consent of the Executive and the Bank.

NOT A CONTRACT OF EMPLOYMENT
This Agreement shall not be deemed to constitute a contract of employment

between the parties hereto, nor shall any provision hereof restrict the right of the
Bank to discharge the Executive, or restrict the right of the Executive to terminate

his employment.

HEADINGS

Headings and subheadings of this Agreement are inserted for reference and
convenience only and shall not be deemed a part of this agreement.

APPLICABLE LAW

The validity and interpretation of this Agreement shall be governed by the laws of
the State of New York.

EFFECTIVE DATE

The Effective Date of this Agreement shall be September 12, 2001.

XXIII. CLAIMS PROCEDURE

In the event that benefits under this Agreement are not paid to the Executive (or
his beneficiary in the case of the Executive’s death), and such person feels entitied
to receive them, a claim shall be made in writing to the Plan Administrator within
ninety (90) days from the date payments are not made. Such claim shall be
reviewed by the Plan Administrator and the Bank. If the claim is denied, in full or
in part, the Plan Administrator shall provide a written notice within ninety (90)
days setting forth the specific reasons for denial, specific reference to the
provisions of this Agreement upon which the denial is based, and any additional
material or information necessary to perfect the claim, if any. Also, such written

notice shall indicate the steps to be taken if a review of the denial is desired.

If a claim is denied and a review is desired, the Executive (or his beneficiary in
the case of the Executive’s death), shall notify the Plan Administrator in writing
within ninety (90) days of receiving notice of said denial [and a claim shall be
deemed denied if the Plan Administrator does not take any action within the
aforesaid ninety (90) day period]. In requesting a review, the Executive or his
beneficiary may review this Agreement or any documents relating to it and submit

10
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any written issues and comments he or she may feel appropriate. In its sole
discretion the Plan Administrator shall then review the claim and provide a
written decision within ninety (90) days. This decision likewise shall state the
specific provisions of the Agreement on which the decision is based.

If claimants continue to dispute the benefit denial based upon completed
performance of this Agreement or the meaning and effect of the terms and
conditions thereof, then claimants may submit the dispute to a Board of
Arbitration for final arbitration. Said Board shall consist of one member selected
by the claimant, one member selected by the Bank, and the third member selected
by the first two members. The Board shall operate under any generally recognized
set of arbitration rules. The parties hereto agree that they and their heirs, personal
representatives, successors and assigns shall be bound by the decision of such
Board with respect to any controversy properly submitted to it for determination.

Where a dispute arises as to the Bank’s dischafge of the Executive “for cause”,
such dispute shall likewise be submuitted to arbitration as above described and the
parties hereto agree to be bound by the decision thereunder.

XXIV.NAMED FIDUCIARY AND PLAN ADMINISTRATOR

For purposes of implementing this claims procedure (but not for any other
purpose), The Lyons National Bank, is hereby designated as the Named Fiduciary
and Plan Administrator of Plan Agreement. As Named Fiduciary and Plan
Administrator, The Lyons National Bank shall be responsible for the management,
control, and administration of the agreement as established herein. The Named
Fiduciary may delegate to others certain aspects of the management and operation
responsibilities of the Plan including the employment of advisors and the
delegation of ministerial duties to qualified individuals.

IN WITNESS WHEREOF, the Bank has caused this Ag'reement.to be signed in its
corporate name by its duly authorized officer, and attested by its Secretary, and Executive
hereunto set his hand and seal, all on the day and year first above written.

THE LYONS NATIONAL BANK
Lyons New York

ngiﬁhf\aﬂ# aif Byt / s 4/ e

cretary Title
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EXHIBIT 6.4

EXECUTIVE SALARY CONTINUATION AGREEMENT

THE AGREEMENT, made and entered into this 26th day of September, 2001 by
and between The Lyons National Bank, a banking corporation organized and existing
under the laws of the United States (hereinafter called “Bank”), and Clair J. Britt
(hereinafter called the “Executive”).

WITNESSETH:

WHEREAS, the Executive has been and continues to be a valued Executive of the
Bank, and is now serving the Bank as its Executive Vlce President and Senior Lending
Officer; and,

WHEREAS, it is the consensus of the Board of Directors that the Executive’s
services to the Bank in the past have been of exceptional merit and have constituted an
invaluable contribution to the general welfare of the Bank and in bringing it to its present
status nf operating efficiency, and its present position in its field of activity; and,

WHEREAS, the experience of the Executive, his knowledge of the affairs of the
Bank, his reputation and contacts in the industry are so valuable that assurance of his
continued services is essential for the future growth and profits of the Bank and it is in the
best interests of the Bank to arrange terms of continued employment for the Executive so
as to reasonably assure his remaining in the Bank's employnient during his lifetime or
until the age of retirement; and,

WHEREAS, it is the desire of the Bank that his services be retained as herein
provided; and,

WHEREAS, the Executive is willing to continue in the employ of the Bank
provided the Bank agrees to pay to him or his beneficiaries certain benefits in accordance
with the terms and conditions hereinafter set forth:

ACCORDINGLY, it is the desire of the Bank and the Executive to enter into this
agreement under which the Bank will agree to make certain payments to the Executive at
retirement or his beneficiary in the event of his premature death whzle employed by the
Bank; and,

FURTHERMORE, it is the intent of the parties hereto that this agreement be
considered an unfunded arrangement maintained primarily to provide supplemental
benefits for the Executive, as a member of a select group of management or highly
compensated employees of the Bank for the purposes-of the Employee Retlrement
Income Security Act of 1974, (E.R.I.S.A.):
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NOW, THEREFORE, in consideration of services performed in the past and to be

performed in the future as well as of the mutual promises and covenants herein contained
it is agreed as follows:

L.

II.

II1.

EMPLOYMENT

The Bank agrees to employ the Executive in such capacity as the Bank may from
time to time determine. The Executive will continue in the employ of the Bank in
such capacity and with such duties and responsibilities as may be assigned to him,
and with such compensation as may be determined from time to time by the Board
of Directors of the Bank. Active employment shall include temporary disability
not to exceed six (6) months (26 weeks) and other “leave of absences” specifically
granted by the Board of Directors.

FRINGE BENEFITS

The salary continuation benefits provided by this agreement are granted by the
Bank as a fringe benefit to the Executive and are not part of any salary reduction
plan or an arrangement deferring a bonus or a salary increase. The Executive has
no option to take any current payment or bonus in lieu of these salary continuation
benefits except as set forth hereinafter.

RETIREMENT DATE

If Executive remains in the continuous employ of the Bank, he shall retire from
active employment with the Bank thirty (30) days after attaining his sixty-second
(62°%) birthday, unless by action of the Board of Directors his period of active
employment shall be shortened or extended.

The Executive may retire early provided the Executive has attained age fifty-five
(55) and has been employed by the Bank for twenty (20) full years from the date
of first service. Upon said early retirement, the Executive shall receive the
benefits set forth in Paragraph V subject to vesting schedule in Paragraph VIII,
and based upon the Executive’s compensation at said early retirement.

RETIREMENT BENEFIT AND POST-RETIREMENT DEATH BENEFIT

Subject to Subparagraph IX (A), upon said retirement the Bank shall pay
Executive an annual benefit equal to seventy-five percent (75%) of Executive’s
average of highest three (3) years (salary, bonus and deferred compensation)
immediately prior to his retirement, said amount to be reduced by the following
amounts the Executive would be entitled to at age sixty-two (62): (i) The amount
available to the Executive from the Bank’s pension plan assuming lifetime with
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fifteen (15) years certain; (ii) The Bank’s contribution to the Executive’s 401(k)
plan annuitized assuming the Executive would be paid for fifteen (15) years
certain using a rate of return equal to the average one-year Federal funds rate for
the twelve (12) months immediately preceding the Executive’s retirement. It shall
further be assumed that the Executive has contributed the maximum voluntary
contribution to the 401(k) plan thereby being eligible for maximum Bank
contribution and assume seven percent (7%) interest on Bank contribution. And,
(iii) fifty percent (50%) of the Executive’s age sixty-two (62) Social Security
benefit. Beginning January 1% following the Executive’s retirement date, the
benefits shall be payable annually until the death of the Executive. If, however,
the Executive retires on a date other than December 31%, then the payment made
January 1 of the year following retirement shall be an amount that is prorated
based on the date of retirement.” For example, if the Executive retires on April 1,
2002, then the payment made on January 1, 2003 shall be based upon the full
annual benefit amount the Executive would have received for a full twelve months
prorated for the nine (9) months retired in the year 2002. '

Provided that if less than one hundred and eighty (180) such monthly payments
have been made prior to the death of the Executive, the Bank shall continue such
monthly payments to whomever the Executive shall designate in writing and filed
with the Bank, until the full number of one hundred and eighty (180) monthly
payments have been made. In the absence of any effective designation of
beneficiary, any such amounts becoming due and payable upon the death of the
Executive shall be payable to the duly qualified executor or administrator of his
estate.

DEATH BENEFIT PRIOR TO RETIREMENT

In the event the Executive should die while actively employed by the Bank at any
time after the date of this Agreement but prior to his attaining the age of sixty-two
(62) years (or such later date as may be agreed upon), the Executive shall become
100% vested in the value of his accrued liability account. The benefit shall be
payable in either, at the discretion of the Bank, fifteen (15) annual payments using
a rate of return equal to the average one year Federal funds rate for the twelve (12)
months immediately preceding the Executive’s date of death, or in a lump sum.
Further, as set forth in this Agreement, the benefits shall be payable to such
individual or individuals as the Executive may have designated in writing and
filed with the Bank. The said monthly payments shall begin the first day of the
month following the death of the Executive. In the absence of any effective
designation of beneficiary, any such amounts becoming due and payable upon the
death of the Executive shall be payable to the duly qualified executor or
administrator of his estate. Provided, however, that anything hereinabove to the
contrary notwithstanding, no death benefit shall be payable hereunder if it is
determined that the Executive’s death was caused by suicide on or before
September 12, 2003.
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VII.

VIII.

IX.

BENEFIT ACCOUNTING

The Bank shall account for this benefit using the regulatory accounting principles
of the Bank's primary federal regulator. The Bank shall establish an accrued
liability retirement account for the Executive into which appropriate reserves shall
be accrued.

VESTING

The Executive shall be entitled to receive five percent (5%) times the number of
full years the Executive has been employed by the Bank from the date of this
Agreement.

OTHER TERMINATION OF EMPLOYMENT AND DISABILITY

Subject to Subparagraph IX (A) herein, in the event that the employment of the
Executive shall terminate prior to retirement from active employment, as provided
in Paragraph I, by the Executive’s voluntary action, then this Agreement shall
terminate upon the date of such termination of employment. The Bank shall pay

to the Executive an amount of money equal to the accrued balance of Executive's

liability reserve account, at termination, multiplied by Executive's cumulative
vested percentage as set forth in Paragraph VIII hereinabove. The payments are to
begin thirty (30) days following the date of the Executive’s termination of service.
This severance compensation shall be paid in ten (10) equal annual installments
without interest.

Subject to Subparagraph IX (A) herein, in the event that the employment of the
Executive shall terminate prior to retirement from active employment, as provided
in Paragraph II, due to the Executive’s discharge by the Bank, then this
Agreement shall terminate upon the date of such termination of employment. The
Bank shall pay to the Executive an amount of money equal to the accrued balance
of Executive’s liability reserve account at termination. These payments shall
begin thirty (30) days following the date of the termination of service. This
severance compensation shall be paid in ten (10) equal annual installments with
interest equal to the average Federal Funds rate for the twelve (12) months
immediately preceding the termination of the Executive.

In the event the Executive’s death should occur after such severance but prior to
the completion of the monthly payments provided for in this Paragraph IX, the
remaining installments shall be paid to such individual or individuals as the
Executive may have designated in writing, and filed with the Bank. In the
absence of any effective designation of beneficiary, any such amounts shall be
payable to the duly qualified executor or administrator of his estate.



A) Discharge for Cause:

Should the Executive be discharged for cause at any time, all benefits
under this Agreement shall be forfeited. The term “for cause” shall mean
gross negligence or gross neglect or willful violation of any law that
results in any adverse effect on the Bank. If a dispute arises as to
discharge “for cause”, such dispute shall be resolved by arbitration as set
forth in this Agreement.

B) Disability Provision:

In the event the Executive’s employment should terminate due to a total
disability, as determined by the Executive’s individual disability insurance
policy, one hundred percent (100%) of the balance in the Executive’s
accrued liability account (at the time of said disability) shall be paid to the
Executive for ten (10) years using the average Federal funds rate for the
twelve (12) months preceding the Executive’s date of disability, or in lump
sum at Bank’s discretion. Said payment shall commence thirty (30) days
following termination due to disability. It is further agreed that in
_conjunction with this benefit plan the Bank will apply for and pay for a
disability income policy in an amount providing at least sixty percent
(60%) of the Executive’s annual total compensation and sixty percent
(60%) of the Executive’s insurable retirement benefit plan contributions.
This Plan shall have an elimination period of one (1) year.

PARTICIPATION IN OTHER PLANS

The benefits provided hereunder shall be in addition to Executive's annual salary
as determined by the Board of Directors, and shall not affect the right of
Executive to participate in any current or future Bank Retirement Plan, group
insurance, bonus, or in any supplemental compensation arrangement which
constitutes a part of the Bank’s regular compensation structure.

NON-COMPETE

The payment of benefits under this Agreement shall be contingent upon the
Executive's not engaging in any activity that directly or indirectly competes with
the Banks interests, within 25 miles of any physical office of the Bank existing at
the time of Executive’s retirement or voluntary termination. This provision shall
Jast for three (3) years from termination of employment. However, this provision
shall not apply in the event of a Change of Control as described in Section XII
below.
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CHANGE OF CONTROL

After a Change of Control as set forth herein, if the Executive subsequently
suffers a Termination of Employment, voluntary or involuntary, except for cause,
then the Executive shall be entitled to receive the benefits in Paragraph V. Said
benefit shall be based on the Executive’s salary bonus, and deferred compensation
at the time of said termination, reduced by the factors set forth in said Paragraph
V. Said benefit shall commence thirty (30) days following said termination of
employment.

(A)  For purposes of this Agreement, a Change of Control shall mean:

1. The acquisition by any one or more individuals, entities or groups
(within the meaning of Section 13(d)(3) or 14(d)(2) of the
Securities Exchange Act of 1934, as amended (the “Exchange
Act™) (a “Person”) of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of 35% or more
of either (i) the then outstanding shares of common stock of the
Holding Company (the then outstanding shares of common stock
of the Holding Company (the “Outstanding Holding Company
Common Stock”) or (ii) the combined voting power of the then
outstanding voting securities of the Holding Company entitled to
vote generally in the election of directors (the *Outstanding
Holding Company Voting Securities™).

Irrespective of the foregoing, however, any transfer made as the
result of the death of a shareholder whereby said shares pass to a
beneficiary as designated under the shareholder’s duly probated
Last Will and Testament, or as a result of intestacy should the
deceased shareholder not have a duly probated Last Will and
Testament, or by joint tenancy should the shares be owned by the
deceased shareholder jointly with a spouse, or deceased
shareholder’s issue, shall not be deemed to be a transfer for
purposes of determining a change of control as set forth in this

~ section. In addition, any transfer made by a shareholder which has
been consented to by the Executive within thirty (30) days of said
transfer, or which occurred more than three (3) years previously,
shall be excluded from any computation of Change of Control
under the provisions of this section. Any such transfer by death or
approved transfer by Executive is hereinafter referred to as an
“Exempt Transfer”; or

2. Individuals who, as of the date hereof, constitute the Board (the
“Incumbent Board”) cease for any reason to constitute at least a
majority of the Board; provided, however, that any individual
becoming a director subsequent to the date hereof whose election,
or nomination for election by the Holding Company’s



shareholders, was approved by a vote of at least a majority of the
directors then comprising the Incumbent Board shall be considered
as though such individual were a member of the Incumbent Board,
but excluding, for this purpose, any such individual whose initial
assumption of office occurs as a result of either an actual or
threatened election contest (as such terms as used in Rule 14a-11
of Regulation 14A promulgated under the Exchange Act) or other
actual or threatened solicitation of proxies or consents by or on
behalf of a person other than the Board; or

Approval by the sharcholders of the Holding Company of a
reorganization, merger or consolidation, in each case, unless,
following such reorganization, merger or consolidation, (i) more
than 65% of, respectively, the then outstanding shares of common
stock of the corporation resulting from such reorganization, merger
or consolidation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors is then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
- Outstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such reorganization, merger or consolidation in
substantially the same proportions as their ownership, immediately
prior to such reorganization, merger or consolidation of the
Outstanding Holding Company Common Stock and Outstanding
Holding Company Voting Securities, as the case may be (excepting
the exempt transfers noted in (1) above, (ii) no Person (excluding
the Holding Company, any employee benefit plan (or related trust)
of the Holding Company, or such corporation resulting from such
reorganization, merger or consolidation, and any Person
beneficially owning, immediately prior to such reorganization,
merger or consolidation, directly or indirectly, 35% or more of the
Outstanding Holding Company Common Stock or Outstanding
Holding Company Voting Securities, as the case may be)
beneficially owns, directly or indirectly, 35% or more of,
respectively, of the then outstanding shares of common stock of the
corporation resulting from such reorganization, merger or
consolidation or the combined voting power of the then
outstanding voting securities of such corporation, and (iii) at least a
majority of the members of the board of directors of the
corporation resulting from such reorganization, merger or
consolidation were members of the Incumbent Board at the time of
the execution of the initial agreement providing for such
reorganization, merger or consolidations; or
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Approval by the shareholders of the Holding Company of (i) a
complete liquidation or dissolution of the Holding Company or (ii)
the sale or other disposition of all or substantially all of the assets
of the Holding Company, other than to a corporation, with respect
to which following such sale or other disposition, (a) more than
65% of, respectively, the then outstanding shares of common stock
of such corporation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors in then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
QOutstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such sale or other disposition in substantially the same
proportion as their ownership, immediately prior to such sale or
other disposition, of the Outstanding Holding Company Common

'Stock and the Outstanding Holding Company Voting Securities, as

the case may be, (b) no Person (excluding the Holding Company
and any employee benefit plan (or related trust) of the Holding
Company, or such corporation and any Person beneficially owning,
immediately prior to such sale or other disposition, directly or
indirectly, 35% or more of the Outstanding Holding Company
Common Stock or the Outstanding Holding Company Voting
Securities, as the case may be) beneficially owns, directly or
indirectly, 35% or more of, respectively, of the then outstanding
voting shares of common stock of such corporation and the
combined voting power of the then outstanding voting securities of
such corporation entitled to vote generally in the election of
directors and (c) at least a majority of the members of the board of
directors of such corporation were members of the Incumbent
Board at the time of the execution of the initial agreement or action
of the Board providing for such sale or other disposition of assets
of the Holding Company; or

The issuance or transfer of sufficient shares of stock, or a merger
reorganization or consolidation, which results in (i) more than 50%
of the then outstanding shares of common stock of the Company,
or (ii) securities having more than 50% of the combined voting
power of the then outstanding voting securities of the Company
entitled to vote generally in the election of directors, being owned
by other than the Holding Company or persons who owned
securities having more that 65% of the combined voting power of
the outstanding voting securities of the Holding Company entitled
to vote generally in the election of directors of the Holding
Company prior to the transaction (but expressly excluding Exempt
Transfers as set forth in subparagraph (1) herein.
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XIII.

XIV.

XV,

XVL

BANK CAPITAL

If after the retirement of Executive, the Tier 1 capital of the Bank should fall
below the minimum required by the Bank's regulatory authority and/or the Bank
fails to make a profit in any two (2) successive years, Executive may, at his
option, demand that the Bank pay him the balance of the benefits due him in a
lump sum. The balance due Executive shall be an amount of money equal to his
accrued liability benefit account balance and shall be paid to him by the Bank
within thirty (30) days of his demand.

ALIENABILITY

CItis agreed that neither Executive, nor his/her spouse, nor any other assignee, shall

have any right to commute, sell, assign, transfer or otherwise convey the right to
receive any payments hereunder, which payments and the right thereto are
expressly declared to be non-assignable and non-transferable; and, in the event of
any attempted assignment or transfer, the Bank shall have no further liability
hereunder.

RESTRICTIONS ON FUNDING

The Bank shall have no obligation to set aside, earmark, or entrust any fund or
money with which to pay its obligations under this Agreement. The Bank
reserves the absolute right at its sole discretion to either fund the obligations
undertaken by this Agreement or to refrain from funding the same and determine
the extent, nature, and method of such funding.

GENERAL ASSETS OF THE BANK

The rights of the Executive under this Agreement and of any beneficiary of the
Executive shall be solely those of an unsecured creditor of the Bank. If the Bank
shall acquire an insurance policy or any other asset in connection with the
liabilities assumed by it hereunder, it is expressly understood and agreed that
neither Executive nor any beneficiary of Executive shall have any right with
respect to, or claim against, such policy or other asset. Such policy or asset shall
not be deemed to be held under any trust for the benefit of Executive or his
beneficiary or to be held in any way as collateral security for the fulfilling of the
obligations of the Bank under this Agreement. It shall be and remain a general,
unpledged, unrestricted asset of the Bank and Executive or his beneficiary shall
not have a greater claim to the insurance policy or other assets, or any interest in
either of them, than any other general creditor of the Bank.
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REORGANIZATION

The Bank agrees that if the Bank merges or cofisolidates with any other company
or organization, or permits its business activities to be taken over by any other
organization, or ceases its business activities or terminates its existence. The
Executive will be considered to be vested in one hundred percent (100%) of the
retirement benefit to be paid to the Executive pursuant to Paragraph V above.

XVIII. AMENDMENT

XIX.

XX.

XXI.

XXIIL

This Agreement may be amended in whole or in part from time to time by the
mutual consent of both the Executive and the Bank.

NOT A CONTRACT OF EMPLOYMENT
This Agreement shall not be deemed to constitute a contract of employment
between the parties hereto, nor shall any provision hereof restrict the right of the

Bank to discharge the Executive, or restrict the right of the Executive to terminate
his employment.

HEADINGS

Headings and subheadings of this Agreement are inserted for reference and
convenience only and shall not be deemed a part of this agreement.

APPLICABLE LAW

The validity and interpretation of this Agreement shall be governed by the laws of
the State of New York.

EFFECTIVE DATE

The Effective Déte of this Agreement shall be September 12, 2001.

XX CLAIMS PROCEDURE

In the event that benefits under this Agreement are not paid to the Executive (or
his beneficiary in the case of the Executive’s death), and such person feels entitled
to receive them, a claim shall be made in writing to the Plan Administrator within
ninety (90) days from the date payments are not made. Such claim shall be
reviewed by the Plan Administrator and the Bank. If the claim is denied, in full or
in part, the Plan Administrator shall provide a written notice within ninety (90)
days setting forth the specific reasons for denial, specific reference to the
provisions of this Agreement upon which the denial is based, and any additional

10
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material or information necessary to perfect the claim, if any. Also, such written
notice shall indicate the steps to be taken if a review of the denial is desired.

If a claim is denied and a review is desired, the Executive (or his beneficiary in
the case of the Executive's death), shall notify the Plan Administrator in writing
within ninety (90) days [and a claim shall be deemed denied if the Plan
Administrator does not take any action within the aforesaid ninety (90) day
period]. In requesting a review, the Executive or his beneficiary may review this
Agreement or any documents relating to it and submit any written issues and
comments he or she may feel appropriate. In its sole discretion the Plan
Administrator shall then review the claim and provide a written decision within
ninety (90) days. This decision likewise shall state the specific provisions of the
Agreement on which the decision is based.

If claimants continue to dispute the benefit denial based upon completed
performance of this Agreement or the meaning and effect of the terms and
conditions thereof, then claimants may submit the dispute to a Board of
Arbitration for final arbitration. Said Board shall consist of one member selected
by the claimant, one member selected by the Bank, and the third member selected
by the first two members. The Board shall operate under any generally recognized
set.of arbitration rules. The parties hereto agree that they and their heirs, personal
representatives, successors and assigns shall be bound by the decision of such
Board with respect to any controversy properly submitted to it for determination.

Where a dispute arises as to the Bank’s discharge of the Executive “for cause,”
such dispute shall likewise be submitted to arbitration as above described and the
parties hereto agree to be bound by the decision thereunder.

.NAMED FIDUCIARY AND PLAN ADMINISTRATOR

~/

For purposes of implementing this claims procedure (but not for any other
purpose), The Lyons National Bank, is hereby designated as the Named Fiduciary
and Plan Administrator of Plan Agreement. As Named Fiduciary and Plan
Administrator, The Lyons National Bank shall be responsible for the management,
control, and administration of the agreement as established herein. The Named
Fiduciary may delegate to others certain aspects of the management and operation
responsibilities of the Plan including the employment of advisors and the
delegation of ministerial duties to qualified individuals.

11
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IN WITNESS WHEREOF, the Bank has caused this Agreement to be signed in its
corporate name by its duly authorized officer, and attested by its Secretary, and Executive
hereunto set his hand and seal, all on the day and year first above written.

THE LYONS NATIONAL BANK
Lyons, New York

(Lgb }m/z 2hvpic/ ,Wy,/%/ S ridll?, //éf’[/

yecretary Title
anuf‘ /npj)fam/ C—/ﬂ ﬂ/
itness ‘ Clair J. Bntt
12



EXHIBIT 6.5

LIFE INSURANCE

ENDORSEMENT METHOD SPLIT DOLLAR PLAN

AGREEMENT
Insurer: Union Central Life Insurance Company
Policy Number: U200001372
Bank: . The Lyons National Bank
Insured: Robert A. Schick, President
Relationship of Insured to Bank: Executive
Trust: Rabbi Trust for the Executive Salary Continuation

Agreement, Director Fee Continuation Agreement,
and The Endorsement Method Split Dollar Plan
Agreement

The respective rights and duties of the Bank and the Insured in the above-referenced
policy shall be pursuant to the terms set forth below:

L

IL

{471685.pdf:}

DEFINITIONS

Refer to the policy contract for the definition of any terms in this Agreement that

are not defined herein. If a definition of a term in the policy is inconsistent with
the definition of a term in this Agreement, then the definition of the term as set
forth in this Agreement shall supersede and replace the definition of the terms as
set forth in the policy. ' '

POLICY TITLE AND OWNERSHIP

Title and ownership shall reside in the Trustee for the Rabbi Trust for the
Executive Salary Continuation Agreement, Director Fee Continuation Agreement,
and the Endorsement Method Split Dollar Plan Agreement for its use and for the
use of the Insured all in accordance with this Agreement. The Trustee at the
direction of the Bank may, to the extent of its interest, exercise the right to borrow
or withdraw on the policy cash values. Where. the Trustee at the direction of the




IIL.

Iv.

VI.

Bank and the Insured (or assignee, with the consent of the Insured) mutually agree
to exercise the right to increase the coverage under the subject Split Dollar policy,
then, in such event, the rights, duties and benefits of the parties to such increased

- coverage shall continue to be subject to the terms of this Agreement.

BENEFICIARY DESIGNATION RIGHTS

The Insured (or assignee) shall have the right and power to designate a beneficiary
or beneficiaries to receive the Insured’s share of the proceeds payable upon the
death of the Insured, and to elect and change a payment option for such
beneficiary, subject to any right or interest the Trustee at the direction of the Bank
or the Trust may have in such proceeds, as provided in this Agreement.

PREMIUM PAYMENT METHOD

The Bank or the Trustee at the direction of the Bank shall pay an amount equal to
the planned premiums and any other premium payments that might become
necessary to keep the policy in force.

TAXABLE BENEFIT

Annually the Insured will receive a taxable benefit equal to the assumed cost of
insurance as required by the Internal Revenue Service. The Bank or the Trustee at
the direction of the Bank will report to the Insured the amount of imputed income
each year on Form W-2 or its equivalent.

DIVISION OF DEATH PROCEEDS

Subject to Paragraphs VII and IX herein, the division of the death proceeds of the
policy is as follows:

A. Should the Insured be employed by the Bank at the time of death, the
Insured’s beneficiary(ies), designated in accordance with Paragraph I,
shall be entitled to an amount equal to three times (3x’s) the Insured’s total
compensation (including salary, bonus and deferred compensation) at the
time of death, or Seven Hundred and Fifty Thousand Dollars ($750,000),
whichever is greater.

B. Should the Insured be retired from the Bank, involuntarily terminated
" (without cause) from the Bank, or terminated from the Bank due to
disability, at the time of death, the Insured’s beneficiary(ies), designated in
accordance with Paragraph I, shall be entitled to an amount equal to three
- times (3x’s) the Insured’s total compensation (including salary, bonus and
deferred compensation) at the time of said termination, or Seven Hundred

and Fifty Thousand Dollars ($750,000), whichever is greater.
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VIIL

IX.

-C. Should the Insured not be employed by the Bank for reasons other than

retirement, involuntary termination, or disability, at the time of his or her
death, no death benefits are payable.

D. The Bank shall be entitled to the remainder of such proceeds.

E. The Bank and the Insured (or assignees) shall share in any interest due on
the death proceeds on a pro rata basis as the proceeds due each
respectively bears to the total proceeds, excluding any such interest.

DIVISION OF THE CASH SURRENDER VALUE OF THE POLICY

The Bank or the Trust shall at all times be entitled to an amount equal to the
policy’s cash value, as that term is defined in the policy contract, less any policy
loans and unpaid interest or cash withdrawals previously incurred by the Bank or
the Trustee at the direction of the Bank and any applicable surrender charges.
Such cash value shall be determined as of the date of surrender or death as the

‘case may be.

RIGHTS OF PARTIES WHERE POLICY ENDOWMENT OR ANNUITY
ELECTION EXISTS

In the event the policy involves an endowment or annuity element, the Bank’s or
the Trust’ right and interest in any endowment proceeds or annuity benefits, on
expiration of the deferment period, shall be determined under the provisions of
this Agreement by regarding such endowment proceeds or the commuted value of
such annuity benefits as the policy’s cash value. Such endowment proceeds or
annuity benefits shall be considered to be like death proceeds for the purposes of
division under this Agreement.

TERMINATION OF AGREEMENT
This Agreement shall terminate upon the occurrence of any one of the following:

A, Should the Executive be discharged for cause at any time, all benefits
under this Agreement shall be forfeited. The term “for cause” shall mean
gross negligence or gross neglect or willful violation of any law that
results in any adverse effect on the Bank. If a dispute arises as to
discharge “for cause”, such dispute shall be resolved by arbitration as set
forth in this Agreement; or '

B. Voluntary termination of employment by the Executive.

— -

—
—
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Upon such termination, the Insured (or assignee) shall have a fifteen (15) day

option to receive from the Bank or the Trustee at the direction of the Bank an

absolute assignment of the policy in consideration of a cash payment to the Bank :

or the Trustee at the direction of the Bank, whereupon this Agreement shall
terminate. Such cash payment referred to hereinabove shall be the greater of:

A. The Bank’s or the Trust’ share of the cash value of the policy on the date
of such assignment, as defined in this Agreement; or

B. The amount of the premiums, which have been paid by the Bank or the
Trustee at the direction of the Bank prior to the date of such assignment.

If, within said fifteen (15) day period, the Insured fails to exercise said option,

fails to procure the entire aforestated cash payment, or dies, then the option shall
terminate and the Insured (or assignee) agrees that all of the Insured’s rights,
interest and claims in the policy shall terminate as of the date of the termination of
this Agreement. :

-The Insured expressly agrees that this Agreement shall constitute sufficient

written notice to the Insured of the Insured’s option to receive an absolute
assignment of the policy as set forth herein.

Except as provided above, this Agreement shall terminate upon distribution of the
death benefit proceeds in accordance with Paragraph VI above.

INSURED’S OR ASSIGNEE’S ASSIGNMENT RIGHTS

The Insured may not, without the written consent of the Bank, assign to any
individual, trust or other organization, any right, title or interest in the subject
policy nor any rights, options, privileges or duties created under this Agreement. -

AGREEMENT BINDING UPON THE PARTIES

This Agreement shall bind the Insured and the Bank or the Trustee at the direction
of the Bank, their heirs, successors, personal representatives and assigns.

ERISA PROVISIONS

The following provisions are part of this Agreement and are intended to meet the
requirements of the Employee Retirement Income Security Act of 1974

(“ERISA”):




Named Fiduciary and Plan Administrator.

The “Named Fiduciary and Plan Administrator” of this Endorsement ;

Method Split Dollar Agreement shall be The Lyons National Bank until its
resignation or removal by the Board of Directors. As Named Fiduciary

.and Plan Administrator, the Bank or the Trustee at the direction of the

Bank shall be responsible for the management, control, and administration

of this Split Dollar Plan as established herein. The Named Fiduciary may

delegate to others certain aspects of the management and operation
responsibilities of the Plan, including the employment of advisors and the
delegation of any ministerial duties to qualified individuals.

Funding Policy.

The funding policy for this Split Dollar Plan shall be to maintain the
subject policy in force by paying, when due, all premiums required.

Basis of Payment of Benefits.

Direct payment by the Insurer is the basis of payment of benefits under this
- Agreement, with those benefits in turn being based on the payment of
premiums as provided in this Agreement.

Claim Procedures.

Claim forms or claim information as to the subject policy can be obtained
by contacting Benmark, Inc. (800-544-6079). When the Named Fiduciary
has a claim which may be covered under the provisions described in the
insurance policy, they should contact the office named above, and they
will either complete a claim form and forward it to an authorized
representative of the Insurer or advise the named Fiduciary what further
requirements are necessary. The Insurer will evaluate and make a decision
as to payment. If the claim is payable, a benefit check will be issued in
accordance with the terms of this Agreement.

In the event that a claim 18 not eligible under the policy, the Insurer will
notify the Named Fiduciary of the denial pursuant to the requirements
under the terms of the policy. If the Named Fiduciary is dissatisfied with
the denial of the claim and wishes to contest such claim denial, they
should contact the office named above and they will assist in making an
inquiry to the Insurer. All objections to the Insurer’s actions should be in
writing and submitted to the office named above for transmittal to the

Insurer.

-T



XIII. GENDER

XIV.

XV.

Whenever in this Agreement words are used in the masculine or neuter gender,

they shall be read and construed as in the masculine, feminine or neuter génder,
whenever they should so apply.

INSURANCE COMPANY NOT A PARTY TO THIS AGREEMENT

The Insurer shall not be deemed a party to this Agreement, but will respect the
rights of the parties as herein developed upon receiving an executed copy of this
Agreement. Payment or other performance in accordance with the policy
provisions shall fully discharge the Insurer from any and all liability.

CHANGE OF CONTROL

After a Change of Control as set forth herein, if the Executive subsequently
suffers a Termination of Employment, voluntary or involuntary, except for cause,
then the Executive’s beneficiary(ies) shall be entitled to receive the benefits in
Paragraph VI (A) as if the Executive had been employed by the Bank at the time
of death. : :

(A) For purposés of this Agreement, a Change of Control shall mean:

1. The acquisition by any one or more individuals, entities or groups
(within the meaning of Section 13(d)(3) or 14(d)(2) of the
Securities Exchange Act of 1934, as amended (the “Exchange
Act”)) (a “Person”) of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of 35% or more
of either (i) the then outstanding shares of common stock of the
Holding Company (the then outstanding shares of common stock
of the Holding Company (the “Outstanding Holding Company
Common Stock”) or (ii) the combined voting power of the then
outstanding voting securities of the Holding Company entitled to
vote generally in the election of directors (the “Outstanding
Holding Company Voting Securities™). '
Irrespective of the foregoing, however, any transfer made as the
result of the death of a shareholder whereby said shares pass to a
beneficiary as designated under the shareholder’s duly probated
Last Will and Testament, or as a result of intestacy should the
deceased shareholder not have a duly probated Last Will and
Testament, or by joint tenancy should the shares be owned by the
deceased shareholder jointly with a spouse, or deceased

shareholder’s issue, shall not be deemed to be a transfer for

purposes of determining a change of control as set forth in this
section. In addition, any transfer made by a shareholder which has

-




been consented to by the Executive within thirty (30) days of said :

transfer, or which occurred more than three (3) years previously,
shall be excluded from any computation of Change of Control
under the provisions of this section. Any such transfer by death or
approved transfer by Executive is hereinafter referred to as an
“Exempt Transfer”;

Individuals who, as of the date hereof, constitute the Board (the
“Incumbent Board”) cease for any reason to constitute at least a
majority of the Board; provided, however, that any individual
becoming a director subsequent to the date hereof whose election,
or nomination for election by the Holding Company’s
shareholders, was approved by a vote of at least a majority of the
directors then comprising the Incumbent Board shall be considered
as though such individual were a member of the Incumbent Board,

but excluding, for this purpose, any such individual whose initial

assumption of office occurs as a result of either an actual or
threatened election contest (as such terms as used in Rule 14a-11
of Regulation 14A promulgated under the Exchange Act) or other
actual or threatened solicitation of proxies or consents by or on
behalf of a person other than the Board; or.

Approval by the shareholders of the Ho]dmg Company of a
reorganization, merger or consolidation, in each case, unless,

~ following such reorganization, merger or consolidation, (i) more

than 65% of, respectively, the then outstanding shares of common
stock of the corporation resulting from such reorganization, merger
or consolidation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors is then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
Outstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such reorganizativon, merger or consolidation in
substantially the same proportions as their ownership, immediately
prior to such reorganization, merger or consolidation of the
Outstanding Holding Company Common Stock and Outstanding
Holding Company Voting Securities, as the case may be (excepting
the exempt transfers noted in (1) above, (ii) no Person (excluding
the Holding Company, any employee benefit plan (or related trust)
of the Holding Company, or such corporation resulting from such
reorganization, merger or  consolidation, and any Person
beneficially owning, immediately prior to such reorganization,
merger or consolidation, directly or indirectly, 35% or more of the
Outstanding Holding Company Common Stock or Outstanding
Holding Company Voting Securities, as the case may be)




{

beneficially owns, directly or indirectly, 35% or more of,

respectively, of the then outstanding shares of common stock of the

corporation resulting from such reorganization, merger or
consolidation or the combined voting power of the then
outstanding voting securities of such corporation, and (iii) at least a
majority of the members of the board of directors of the
corporation resulting from such reorganization, merger or
consolidation were members of the Incumbent Board at the time of
the execution of the initial agreement providing for such
reorganization, merger or consolidations; or

Approval by the shareholders of the Holding Company of (i) a
complete liquidation or dissolution of the Holding Company or (ii)
the sale or other disposition of all or substantially all of the assets
of the Holding Company, other than to a corporation, with respect
to which following such sale or other disposition, (a) more than
65% of, respectively, the then outstanding shares of common stock
of such corporation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors in then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
Outstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such sale or other disposition in substantially the same
proportion as their ownership, immediately prior to such sale or
other disposition, of the Outstanding Holding Company Common
Stock and the Outstanding Holding Company Voting Securities, as
the case may be, (b) no Person (excluding the Holding Company
and any employee benefit plan (or related trust) of the Holding
Company, or such corporation and any Person beneficially owning,
immediately prior to such sale or other disposition, directly or
indirectly, 35% or more of the Outstanding Holding Company
Common Stock or the Outstanding Holding Company Voting
Securities, as the case may be) beneficially owns, directly or
indirectly, 35% or more of, respectively, of the then outstanding
voting shares of common stock of such corporation and the
combined voting power of the then outstanding voting securities of
such corporation entitled to vote generally in the election of
directors and (c) at least a majority of the members of the board of
directors of such corporation were members of the Incumbent
Board at the time of the execution of the initial agreement or action
of the Board providing for such sale or other disposition of assets
of the Holding Company; or

The issuance or transfer of sufficient shares of stock, or a merger,
reorganization or consolidation, which results in (i) more than 50%

-1
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of the then outstanding shares of common stock of the Company,
or (ii) securities having more than 50% of the combined voting
power of the then outstanding voting securities of the Company

entitled to vote generally in the election of directors, being owned
by other than the Holding Company or persons who owned -

securities having more that 65% of the combined voting power of

the outstanding voting securities of the Holding Company entitled

to vote generally in the election of directors of the Holding
Company prior to the transaction (but expressly excluding Exempt
Transfers as set forth in subparagraph (1) herein.

XVI. AMENDMENT OR REVOCATION

It is agreed by and between the parties hereto that, during the lifetime of the
Insured, this Agreement may be amended or revoked at any time or timés, in
whole or in part, by the mutual written consent of the Insured and the Bank.

XVH. EFFECTIVE DATE

The Effective Date of this Agreement shall be September 12, 2001.
XVIIL SEVERABILITY AND INTERPRETATION

If a provision of this Agreement is held to be invalid or unenforceable, the
remaining provisions shall nonetheless be enforceable according to their terms.
Further, in the event that any provision is held to be over broad as written, such
provision shall be deemed amended to narrow its application to the extent
necessary to make the provision enforceable according to law and enforced as
amended.

XIX. APPLICABLE LAW

The validity and interpretation of this Agreement shall be governed by the laws of
the State of New York.
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Executed at Lyons, New York this 26" day of September, 2001.

THE LYONS NATIONAL BANK
Lyons, New York

/
By”/éwe/a// i
Qﬁ L }’Q/M pttgos) @«/%//
1tness bert ﬁ/Schxck
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EXHIBIT 6.6
LIFE INSURANCE

ENDORSEMENT METHOD SPLIT DOLLAR -PLAN

AGREEMENT
Insurer: ING Southland Life Insurance Company
Unton Central Life Insurance Company

Policy Number: . ‘ 0660014919

. . U200001297
Bank: The Lyons National Bank
Insured: | Clair J. Britt, Executive Vice President
Relationship of Insured to Bank: Executive
Trust: | Rabbi Trust for the Executive Salary Continuation

Agreement, Director Fee Continuation Agreement,
and The Endorsement Method Split Dollar Plan
Agreement

The respective rights and duties of the Bank and the Insured in the above-referenced
policy shall be pursuant to the terms set forth below:

L DEFINITIONS

Refer to the policy contract for the definition of any terms in this Agreement that
are not defined herein. If a definition of a term in the policy is inconsistent with
the definition of a term in this Agreement, then the definition of the term as set
forth in this Agreement shall supersede and replace the definition of the terms as
set forth in the policy.

II. POLICY TITLE AND OWNERSHIP
Title and ownership shall reside in the Trustee for the Rabbi Trust for the

Executive Salary Continuation Agreement, Director Fee Continuation Agteement,
and the Endorsement Method Split Dollar Plan Agreement for its use and for the

use of the Insured all in accordance with this Agreement. The Trustee at the
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VI.

direction of the Bank may, to the extent of its interest, exercise the right to borrow
or withdraw on the policy cash values. Where the Trustee at the direction of the
Bank and the Insured (or assignee, with the consent of the Insured) mutually agree
to exercise the right to increase the coverage under the subject Split Dollar policy,
then, in such event, the rights, duties and benefits of the parties to such increased
coverage shall continue to be subject to the terms of this Agreement.

BENEFICIARY DESIGNATION RIGHTS

The Insured (or assignee) shall have the right and power to designate a beneficiary
or beneficiaries to receive the Insured’s share of the proceeds payable upon the
death of the Insured, and to elect and change a payment option for such
beneficiary, subject to any right or interest the Trustee at the direction of the Bank
or the Trust may have in such proceeds, as provided in this Agreement.

PREMIUM PAYMENT METHOD

The Bank or the Trustee at the direction of the Bank shall pay an amount equal to
the planned premiums and any other premium payments that might become
necessary to keep the policy in force.

TAXABLE BENEFIT

Annually the Insured will receive a taxable benefit equal to the assumed cost of
insurance as required by the Internal Revenue Service. The Bank or the Trustee at

" the direction of the Bank will report to the Insured the amount of imputed income

each year on Form W-2 or its equivalent.

DIVISION OF DEATH PROCEEDS

Subject to Paragraphs VII and IX herein, the division of the death proceeds of the
policy is as follows:

A. Should the Insured be employed by the Bank at the time of death, the
Insured’s beneficiary(ies), designated in accordance with Paragraph III,
shall be entitled to an amount equal to three times (3x’s) the Insured’s total
compensation (including salary, bonus and deferred compensation) at the
time of death, or Five Hundred Thousand Dollars ($500,000), whichever is
greater.

B. Should the Insured be retired from the Bank, involuntarily terminated
(without cause) from the Bank, or terminated from the Bank due to
disability, at the time of death, the Insured’s beneficiary(ies), designated in
accordance with Paragraph III, shall be entitled to an amount equal to three
times (3x’s) the Insured’s total compensation (including salary, bonus -and
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deferred compensation) at the time of said termination, or Five Hundred
Thousand Dollars ($500,000), whichever is greater.

C. Should the Insured not be employed by the Bank for reasons other than
retirement, involuntary termination, or disability, at the time of his or her
death, no death benefits are payable.

D. The Bank shall be entitled to the remainder of such proceeds.

E. The Bank and the Insured (or assignees) shall share in any interest due on
the death proceeds on a pro rata basis as the proceeds due each
respectively bears to the total proceeds, excluding any such interest.

DIVISION OF THE CASH SURRENDER VALUE OF THE POLICY

The Bank or the Trust shall at all times be entitled to an amount équal to the
policy’s cash value, as that term is defined in the policy contract, less any policy
loans and unpaid interest or cash withdrawals previously incurred by the Bank or
the Trustee at the direction of the Bank and any applicable surrender charges.
Such cash value shall be determined as of the date of surrender or death as the
case may be.

RIGHTS OF PARTIES WHERE POLICY ENDOWMENT OR ANNUITY
ELECTION EXISTS

In the event the policy involves an endowment or annuity element, the Bank’s or
the Trust’ right and interest in any endowment proceeds or annuity benefits, on
expiration of the deferment period, shall be determined under the provisions of
this Agreement by regarding such endowment proceeds or the commuted value of
such annuity benefits as the policy’s cash value. Such endowment proceeds or
annuity benefits shall be considered to be like death proceeds for the purposes of
division under this Agreement,

TERMINATION OF AGREEMENT
This Agreement shall terminate upon the occurrence of any one of the following:

A. Should the Executive be discharged for cause at any time, all benefits
under this Agreement shall be forfeited. The term “for cause” shall mean
gross negligence or gross neglect or willful violation of any law that
results in any adverse effect on the Bank. If a dispute arises as to
discharge “for cause”, such dispute shall be resolved by arbitration as set

forth in this Agreement; or
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B. Voluntary termination of employment by the Executive.

Upon such termination, the Insured (or assignee) shall have a fifteen (15) day
option to receive from the Bank or the Trustee at the direction of the Bank an
absolute assignment of the policy in consideration of a cash payment to the Bank
or the Trustee at the direction of the Bank, whereupon this Agreement shall
terminate. Such cash payment referred to hereinabove shall be the greater of:

A. The Bank’s or the Trust’ share of the cash value of the policy on the date
of such assignment, as defined in this Agreement; or

B. The amount of the premiums, which have been paid by the Bank or the
Trustee at the direction of the Bank prior to the date of such assignment.

If, within said fifteen (15) day period, the Insured fails to exercise said option,
fails to procure the entire aforestated cash payment, or dies, then the option shall
terminate and the Insured (or assignee) agrees that all of the Insured’s rights,
interest and claims in the policy shall terminate as of the date of the termination of
this Agreement.

The Insured expressly agrees that this. Agreement shall constitute sufficient
written notice to the Insured of the Insured’s option to receive an absolute
assignment of the policy as set forth herein.

Except as provided above, this Agreement shall terminate upon distribution of the
death benefit proceeds in accordance with Paragraph VI above.

INSURED’S OR ASSIGNEE’S ASSIGNMENT RIGHTS

The Insured may not, without the written consent of the Bank, assign to any
individual, trust or other organization, any right, title or interest in the subject
policy nor any rights, options, privileges or duties created under this Agreemerit.

AGREEMENT BINDING UPON THE PARTIES

This Agreement shall bind the Insured and the Bank or the Trustee at the direction
of the Bank, their heirs, successors, personal representatives and assigns.

ERISA PROVISIONS

The following provisions are part of this Agreement and are intended to meet the
requirements of the Employee Retirement Income Security Act of 1974
(“ERISA™):




Named Fiduciary and Plan Administrator.

The “Named Fiduciary' and Plan Administrator” of this Endorssment

Method Split Dollar Agreement shall be The Lyons National Bank until its

resignation or removal by the Board of Directors. As Named Fiduciary

and Plan Administrator, the Bank or the Trustee at the direction of the
Bank shall be responsible for the management, control, and administration
of this Split Dollar Plan as established herein. The Named Fiduciary may
delegate to others certain aspects of the management and operation
responsibilities of the Plan, including the employment of advisors and the
delegation of any ministerial duties to qualified individuals.

Funding Policy.

The funding policy for this Split Dollar Plan shall be to maintain the
subject policy in force by paying, when due, all premiums required.

Basis of Payment of Benefits.

Direct payment by the Insurer is the basis of payment of benefits under this
Agreement, with those benefits in turn being based on the payment of
premiums as provided in this Agreement.

Claim Procedures.

Claim forms or claim information as to the subject policy can be obtained
by contacting Benmark, Inc. (800-544-6079). When the Named Fiduciary
has a claim which may be covered under the provisions described in the
insurance policy, they should contact the office named above, and they
will either complete a claim form and forward it to an authorized
representative of the Insurer or advise the named Fiduciary what further
requirements are necessary. The Insurer will evaluate and make a decision
as to payment. If the claim is payable, a benefit check will be issued in
accordance with the terms of this Agreement.

In the event that a claim is not eligible under the policy, the Insurer will
notify the Named Fiduciary of the denial pursuant to the requirements
under the terms of the policy. If the Named Fiduciary is dissatisfied with
the denial of the claim and wishes to contest such claim denial, they
should contact the office named above and they will assist in making an
inquiry to the Insurer. All objections to the Insurer’s actions should be in
writing and submitted to the office named above for transmittal to the

Insurer.
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XIII. GENDER

Whenever in this Agreement words are used in the masculine or neuter génder l
they shall be read and construed as in the masculine, feminine or neuter gender, -
whenever they should so apply.

INSURANCE COMPANY NOT A PARTY TO THIS AGREEMENT

The Insurer shall not be deemed a party to this Agreement, but will respect the
rights of the parties as herein developed upon receiving an executed copy of this
Agreement. Payment or other performance in accordance with the policy
provisions shall fully discharge the Insurer from any and all liability.

CHANGE OF CONTROL

After a Change of Control as set forth herein, if the Executive subsequently
suffers a Termination of Employment, voluntary or involuntary, except for cause,
then the Executive’s beneficiary(ies) shall be entitled to receive the benefits in
Paragraph VI (A) as if the Executive had been employed by the Bank at the time
of death. _

(A) For purposés of this Agreement, a Change of Control shall mean:

1. The acquisition by any one or more individuals, entities or groups
(within the meaning of Section 13(d)(3) or 14(d)(2) of the
Securities Exchange Act of 1934, as amended (the “Exchange
Act™)) (a “Person”) of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of 35% or more
of either (i) the then outstanding shares of common stock of the
Holding Company (the then outstanding shares of common stock
of the Holding Company (the “Outstanding Holding Company
Common Stock”) or (ii) the combined voting power of the then
outstanding voting securities of the Holding Company entitled to
vote generally in the election of directors (the “Outstanding
Holding Company Voting Securities™).

Irrespective of the foregoing, however, any transfer made as the
result of the death of a shareholder whereby said shares pass to a
beneficiary as designated under the shareholder’s duly probated
Last Will and Testament, or as a result of intestacy should the
deceased shareholder not have a duly probated Last Will and
Testament, or by joint tenancy should the shares be owned by the
deceased shareholder jointly with ~a spouse, or deceased
shareholder’s issue, shall not be deemed to be a transfer for
purposes of determining a change of control as set forth in this
section. In addition, any transfer made by a shareholder which has




been consented to by the Executive within thirty (30) days of said
transfer, or which occurred more than three (3) years previously,
shall be excluded from any computation of Change of Centrol
under the provisions of this section. Any such transfer by death or
approved transfer by Executive is hereinafter referred to as an
“Exempt Transfer”; or

Individuals who, as of the date hereof, constitute the Board (the
“Incumbent Board”) cease for any reason to constitute at least a
majority of the Board; provided, however, that any individual
becoming a director subsequent to the date hereof whose election,
or nomination for election by the Holding Company’s
shareholders, was approved by a vote of at least a majority of the
directors then comprising the Incumbent Board shall be considered
as though such individual were a member of the Incumbent Board,
but excluding, for this purpose, any such individual whose initial
assumption of office occurs as a result of either an actual or
threatened election contest (as such terms as used in Rule 14a-11
of Regulation 14A promulgated under the Exchange Act) or other
actual or threatened solicitation of proxies or consents by or on
behalf of a person other than the Board; or

Approval by the shareholders of the Holding Company of a
reorganization, merger or consolidation, in each case, unless,
following such reorganization, merger or consolidation, (i) more
than 65% of, respectively, the then outstanding shares of common
stock of the corporation resulting from such reorganization, merger
or consolidation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors is then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
Outstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such reorganization, merger or consolidation in
substantially the same proportions as their ownership, immediately
prior to such reorganization, merger or consolidation of the
Outstanding Holding Company Common Stock and Outstanding
Holding Company Voting Securities, as the case may be (excepting
the exempt transfers noted in (1) above, (ii) no Person (excluding
the Holding Company, any employee benefit plan (or related trust)
of the Holding Company, or such corporation resulting from such
reorganization, merger or consolidation, and any Person
beneficially owning, immediately prior to such reorganization,
merger or consolidation, directly or indirectly, 35% or more of the
Outstanding Holding Company Common Stock or Outstanding
Holding Company Voting Securities, as the case may be)
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beneficially owns, directly or indirectly, 35% or. more of,
respectively, of the then outstanding shares of common stock of the
corporation resulting from such reorganization, merger or
consolidation or the combined voting power of the then
outstanding voting securities of such corporation, and (iii) at least a
majority of the members of the board of directors of the
corporation resulting from such reorganization, merger or
consolidation were members of the Incumbent Board at the time of
the execution of the initial agreement providing for such
reorganization, merger or consolidations; or

Approval by the shareholders of the Holding Company of (i) a
complete liquidation or dissolution of the Holding Company or (ii)
the sale or other disposition of all or substantially all of the assets
of the Holding Company, other than to a corporation, with respect
to which following such sale or other disposition, (a) more than
65% of, respectively, the then outstanding shares of common stock
of such corporation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors in then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
Outstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such sale or other disposition in substantially the same
proportion as their ownership, immediately prior to such sale or
other disposition, of the Outstanding Holding Company Common
Stock and the Outstanding Holding Company Voting Securities, as
the case may be, (b) no Person (excluding the Holding Company
and any employee benefit plan (or related trust) of the Holding
Company, or such corporation and any Person beneficially owning,
immediately prior to such sale or other disposition, directly or
indirectly, 35% or more of the Outstanding Holding Company
Common Stock or the Outstanding Holding Company Voting
Securities, as the case may be) beneficially owns, directly or
indirectly, 35% or more of, respectively, of the then outstanding
voting shares of common stock of such corporation and the
combined voting power of the then outstanding voting securities of
such corporation entitled to vote generally in the election of

directors and (c) at least a majority of the members of the board of

directors of such corporation were members of the Incumbent
Board at the time of the execution of the initial agreement or action
of the Board providing for such sale or other disposition of assets
of the Holding Company; or

The issuance or transfer of sufficient shares of stock, or a merger,
reorganization or consolidation, which results in (i) more than 50%

—-




~of the then outstanding shares of common stock of the Company,
or (ii) securities having more than 50% of the combined voting
power of the then outstanding voting securities of the Company
entitled to vote generally in the election of directors, being owned
by other than the Holding Company or persons who owned
securities having more that 65% of the combined voting power of
the outstanding voting securities of the Holding Company entitled
to vote generally in the election of directors of the Halding
Company prior to the transaction (but expressly excluding Exempt
Transfers as set forth in subparagraph (1) herein.

XVI. AMENDMENT OR REVOCATION
It is ‘agreed by and between the parties hereto that, during the lifetime of the

Insured, this Agreement may be amended or revoked at any time or times, in
whole or in part, by the mutual written consent of the Insured and the Bank.

XVII. EFFECTIVE DATE

The Effective Date of ihis Agreement shall be September 12, 2001.
XVILSEVERABILITY AND INTERPRETATION

If a provision of this Agreement is held to be invalid or unenforceable, the

remaining provisions shall nonetheless be enforceable according to their terms.
Further, in the event that any provision is held to be over broad as written, such

provision shall be deemed amended to narrow its application to the extent

necessary to make the provision enforceable according to law and enforced as
amended. - -

XIX. APPLICABLELAW

The validity and interpretation of this Agreement shall be governed by the laws of
the State of New York.

+




Executed at Lyons, New York this 26™ day of September, 2001.

THE LYONS NATIONAL BANK
Lyons, New York

Q_[Je 6(_(,3' Lh'}/i f\:ijf ag.f By@t«/’///y ﬂ///dé/j’dﬁ

1tness T tle
Qﬁftj thal\}}(m;_ﬂ Md/}
itness Clair J. Britt
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EXHIBI 6.7
LIFE INSURANCE

ENDORSEMENT METHOD SPLIT DOLLAR PLAN

N

AGREEMENT '

ING Southland Life Insurance Company

Insurer: :
Policy Number: 0660014917
Bank: | The Lyons National Bank
Insured: Kenneth M. Burt, Chief Financial Officer '
Relationship of Insured to Bank: Executive ‘
Trust: | Rabbi Trust for the Executive Salary Contmuétlon

Agreement, Director Fee Continuation Agreerhent
and The Endorsement Method Split Dollar {Plan
Agreement

!

The respective rights and duties of the Bank and the Insured in the above-refereticed
- policy shall be pursuant to the terms set forth below:

I

IL.

{471688.pdf:}

DEFINITIONS

Refer to the policy contract for the definition of any terms in this Agreement jthat
are not defined herein. If a definition of a term in the policy is inconsistent with
the definition of a term in this Agreement, then the definition of the term ag set
forth in this Agreement shall supersede and replace the definition of the termrs as
set forth in the policy.

POLICY TITLE AND OWNERSHIP

Title and ownership shall reside in the Trustee for the Rabbi Trust for Ithe
Executive Salary Continuation Agreement, Director Fee Continuation Agreement,
and the Endorsement Method Split Dollar Plan Agreement for its use and for!the
use of the Insured all in accordance with this Agreement. The Trustee at jthe
direction of the Bank may, to the extent of its interest, exercise the right to bor&ow
or withdraw on the policy cash values. Where the Trustee at the direction oflthe
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IV.

VL

Bank and the Insured (or assignee, with the consent of the Insured) mutually|agree
to exercise the right to increase the coverage under the subject Split Dollar policy,

then, in such event, the rights, duties and benefits of the parties to such increa
coverage shall continue to be subject to the terms of this Agreement.

BENEFICIARY DESIGNATION RIGHTS

The Insured (or assignee) shall have the right and power to designate a benefici
or beneficiaries to receive the Insured’s share of the proceeds payable upon

sed

ary
the

death of the Insured, and to elect and change a payment option for |such
beneficiary, subject to any right or interest the Trustee at the direction of the Bank

or the Trust may have in such proceeds, as provided in this Agreement.

PREMIUM PAYMENT METHOD

The Bank or the Trustee at the direction of the Bank shall pay an amount equal to

the planned premiums and any other premium payments that might bedo
necessary to keep the policy in force.

TAXABLE BENEFIT

Annually the Insured will receive a taxable benefit equal to the assumed cobt

me

of

insurance as required by the Internal Revenue Service. The Bank or the Trustee at

the direction of the Bank will report to the Insured the amount of imputed incp
each year on Form W-2 or its equivalent.

DIVISION OF DEATH PROCEEDS

Subject to Paragraphs VII and IX herein, the division of the death proceeds of
policy is as follows:

A. Should the Insured be employed by the Bank at the time of death,
Insured’s beneficiary(ies), designated in accordance with Paragraph

me

the‘ ‘_

the
I,

shall be entitled to an amount equal to three times (3x's) the Insured’s total

compensation (including salary, bonus and deferred compensation) at
time of death, or Five Hundred Thousand Dollars ($5'00,000), whicheve
greater. o

the
T 1S

B. Should the Insured be retired from the Bank, involuntarily terminated

(without cause) from the Bank, or terminated from the Bank dud

to

disability, at the time of death, the Insured’s beneficiary(ies), designated in

accordance with Paragraph III, shall be entitled to an amount equal to th

ree

times (3x’s) the Insured’s total compensation (including salary, bonus and

deferred compensation) at the time of said termination, or Five Hun
Thousand Dollars ($500,000), whichever is greater.

red
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IX.

C. Should the Insured not be employed by the Bank for reasons other
retirement, involuntary termination, or disability, at the time of his b
death, no death benefits are payable.

D.  The Bank shall be entitled to the remainder of such proceeds.

than
t her

E. The Bank and the Insured (or assignees) shall share in any interest due on

the death proceeds on a pro rata basis as the proceeds due
respectively bears to the total proceeds, excluding any such interest.

DIVISION OF THE CASH SURRENDER VALUE OF THE POLICY

each

The Bank or the Trust shall at all times be entitled to an amount equal tg the

policy’s cash value, as that term is defined in the policy contract, less any policy

loans and unpaid interest or cash withdrawals previously incurred by the Bank or
the Trustee at the direction of the Bank and any applicabie surrender chdrges.
Such cash value shall be determined as of the date of surrender or death as the

case may be.

RIGHTS OF PARTIES WHERE POLICY ENDOWMENT OR ANNUITY

ELECTION EXISTS
In the event the policy involves an endowment or annuity element, the Bank
the Trust’ right and interest in any endowment proceeds or annuity benefits
expiration of the deferment period, shall be determined under the provision

s or
, on
s of

this Agreement by regarding such endowment proceeds or the commuted valye of

such annuity benefits as the policy’s cash value. Such endowment proceed
annuity benefits shall be considered to be like death proceeds for the purposs
division under this Agreement.

TERMINATION OF AGREEMENT

This Agreement shall terminate upon the occurrence of any one of the followir

A, Should the Executive be discharged for cause at any time, all ben

s or
s of

g

efits
rean

under this Agreement shall be forfeited. The term “for cause” shall

gross negligence or gross neglect or willful violation of any law |that

results in any adverse effect on the Bank. If a dispute arises a
discharge “for cause”, such dispute shall be resolved by arbitration a
forth in this Agreement; or

B. Voluntary termination of employment by the Executive.

to
set




XI.

XII.

- ERISA PROVISIONS

Upon such termination, the Insured (or assignee) shall have a fifteen (19)

day

option to receive from the Bank or the Trustee at the direction of the Bank an
absolute assignment of the policy in consideration of a cash payment to the{Bank
or the Trustee at the direction of the Bank, whereupon this Agreement| shall

terminate. Such cash payment referred to hereinabove shall be the greater of

A. The Bank’s or the Trust’ share of the cash value of the policy on thé date
of such assignment, as defined in this Agreement; or
B. The amount of the premiums, which have been paid by the Bank ar the

Trustee at the direction of the Bank prior to the date of such assignmep

L.

If, within said fifteen (15) day period,‘ the Insured fails to exercise said option,
fails to procure the entire aforestated cash payment, or dies, then the option shall
terminate and the Insured (or assignee) agrees that all of the Insured’s rights,

interest and claims in the policy shall terminate as of the date of the terminatip
this Agreement.

n of

The Insured expressly agrees that this Agreement shall constitute sufficient
written notice to the Insured of the Insured’s option. to receive an absplute -

assignment of the policy as set forth herein.

Except as provided above, this Agreement shall terminate upon distribution cT‘ the

death benefit proceeds in accordance with Paragraph VI above.
INSURED’S OR ASSIGNEE’S ASSIGNMENT RIGHTS

The Insured may not, without the written consent of the Bank, assign to

individual, trust or other organization, any right, title or interest in the sufﬁject

policy nor any rights, options, privileges or duties created under this Agreeme
AGREEMENT BINDING UPON THE PARTIES

This Agreement shall bind the Insured and the Bank or the Trustee at the dired
of the Bank, their heirs, successors, personal representatives and assigns.

any

{.

tion

The following provisions are part of this Agreement and are intended to meet the
requirements of the Employee Retirement Income Security Act of 1974

(“ERISA™):
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"Basis of Payment of Benefits.

Named Fiduciary and Plan Administrator.

The “Named Fiduciary and Plan Administrator” of this Endorsement
Method Split Dollar Agreement shall be The Lyons National Bank until its
resignation or removal by the Board of Directors. As Named Fidyciary
and Plan Administrator, the Bank or the Trustee at the direction of the
Bank shall be responsible for the management, control, and administration
of this Split Dollar Plan as established herein. The Named Fiduciary may
delegate to others certain aspects of the management and opetation
responsibilities of the Plan, including the employment of advisors and the
delegation of any ministerial duties to qualified individuals.

Funding Policy.

The funding policy for this Split Dollar Plan shall be to maintain the
subject policy in force by paying, when due, all premiums required.

Direct payment by the Insurer is the basis of payment of benefits unde this
Agreement, with those benefits in turn being based on the payment of
premiums as provided in this Agreement.

Claim Procedures.

Claim forms or claim information as to the subject policy can be obtained
by contacting Benmark, Inc. (800-544-6079). When the Named Fidudiary
has a claim which may be covered under the provisions described in the
insurance policy, they should contact the office named above, and they
will either complete a claim form and forward it to an authorzed
representative of the Insurer or advise the named Fiduciary what further
requirements are necessary. The Insurer will evaluate and make a decision
as to payment. If the claim is payable, a benefit check will be issued in
accordance with the terms of this Agreement.

In the event that a claim 1s not eligible under the policy, the Insurer will
notify the Named Fiduciary of the denial pursuant to the requiremeénts
under the terms of the policy. If the Named Fiduciary is dissatisfied with
the denial of the claim and wishes to contest such claim denial, they
should contact the office named above and they will assist in making an
inquiry to the Insurer. All objections to the Insurer’s actions should b¢ in
writing and submitted to the office named above for transmittal to |the
Insurer.
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XIV.,

XV.

GENDER

Whenever in this Agreement words are used in the masculine or neuter gender,
they shall be read and construed as in the masculine, feminine or neuter gender

whenever they should so apply.

INSURANCE COMPANY NOT A PARTY TO THIS AGREEMENT

The Insurer shall not be deemed a party to this Agreement, but will respegt the

rights of the parties as herein developed upon receiving an executed copy of

Agreement. Payment or other performance in accordance with the policy

provisions shall fully discharge the Insurer from any and all liability.

CHANGE OF CONTROL

After a Change of Control as set forth herein, if the Executive subsequently
suffers a Termination of Employment, voluntary or involuntary, except for cause,
then the Executive’s beneficiary(ies) shall be entitled to receive the benefits in
Paragraph VI (A) as if the Executive had been employed by the Bank at the|time

of death.

3

this

(A)  For purposes of this Agreement, a Change of Control shall mean: .

L.

The acquisition by any one or more individuals, entities or groups
(within the meaning of Section 13(d)(3) or 14(d)(2) of| the
Securities Exchange Act of 1934, as amended (the “Exchhange
Act™)) (a “Person”) of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of 35% or more
of either (i) the then outstanding shares of common stock of the
Holding Company (the then outstanding shares of common stock
of the Holding Company (the “Outstanding Hoiding Company
Common Stock™) or (ii) the combined voting power of the then
outstanding voting securities of the Holding Company entitled to
vote generally in the election of directors (the *“Outstanding
Holding Company Voting Securities”).

Irrespective of the foregoing, however, any transfer made as the
result of the death of a shareholder whereby said shares pass {to a
beneficiary as designated under the shareholder’s duly probated
Last Will and Testament, or as a result of intestacy should| the
deceased shareholder not have a duly probated Last Will |and
Testament, or by joint tenancy should the shares be owned by the
deceased shareholder jointly with a spouse, or deceased
shareholder’s issue, shall not be deemed to be a transfer|for
purposes of determinire a change of control as set forth in this
section. In addition, any transfer made by a shareholder whichhas
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-of Regulation 14A promulgated under the Exchange Act) or

been consented to by the Executive within thirty (30) days qf said
transfer, or which occurred more than three (3) years previpusly,
shall be excluded from any computation of Change of Cpntrol -
under the provisions of this section. Any such transfer by death or
approved transfer by Executive is hereinafter referred to
“Exempt Transfer”; or )
Individuals who, as of the date hereof, constitute the Board (the
“Incumbent Board"”) cease for any reason to constitute at lgast a
majority of the Board; provided, however, that any individual
becoming a director subsequent to the date hereof whose ele¢tion,
or nomination for election by the Holding Compgny’s
shareholders, was approved by a vote of at least a majority af the
directors then comprising the Incumbent Board shall be considlered
as though such individual were a member of the Incumbent Bpard,
but excluding, for this purpose, any such individual whose initial
assumption of office occurs as a result of either an actugl or
threatened election contest (as such terms as used in Rule 14a-11

actual or threatened solicitation of proxies or consents by dr on
behalf of a person other than the Board; or .
Approval by the shareholders of the Holding Company pf a
reorganization, merger or consolidation, in each case, unfess,
following such reorganization, merger or consolidation, (i) more
than 65% of, respectively, the then outstanding shares of common
stock of the corporation resulting from such reorganization, merger
or consolidation and the combined voting power of the then
outstanding voting securities of such corporation entitled to yote
generally in the election of directors is then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, ofj the
Outstanding Holding Company Common Stock and |the
Outstanding Holding Company Voting Securities immedigtely
prior to such reorganization, merger or consolidation) in
substantially the same proportions as their ownership, immedigtely
prior to such reorganization, merger or consolidation of the
Outstanding Holding Company Common Stock and Outstanding
Holding Company Voting Securities, as the case may be (excepling
the exempt transfers noted in (1) above, (ii) no Person (excluding
the Holding Company, any employee benefit plan (or related trpst)
of the Holding Company, or such corporation resulting from such
reorganization, merger or consolidation, and any Person
beneficially owning, immediately prior to such reorganization,
merger or consolidation, directly or indirectly, 35% or more ofthe
Outstanding Holding Company Common Stock or Outstanding
Holding Company Voting Securities, as the case may be)




‘beneficially owns, directly or indirectly, 35% or mofe of,

respectively, of the then outstanding shares of common stock!of the
corporation resulting from such reorganization, merger or
consolidation or the combined voting power of the| then
outstanding voting securities of such corporation, and (ii1) at(jeast a
majority of the members of the board of directors df the
corporation resulting from such reorganization, merger or
consolidation were members of the Incumbent Board at the time of
the execution of the initial agreement providing for | such
reorganization, merger or consoclidations; or
Approval by the shareholders of the Holding Company of| (i) a
complete liquidation or dissolution of the Holding Company or (ii)
the sale or other disposition of all or substantially all of the gssets
of the Holding Company, other than to a corporation, with respect
to which following such sale or other disposition, (a) more| than
65% of, respectively, the then outstanding shares of common stock
of such corporation and the combined voting power of the|then
outstanding voting securities of such corporation entitled to| vote
generally in the election of directors in then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
Outstanding Holding Company Common Stock and | the
Outstanding Holding Company Voting Securities immedigately
prior to such sale or other disposition in substantially the $ame
proportion as their ownership, immediately prior to such sale or
other disposition, of the Outstanding Holding Company Common
Stock and the Outstanding Holding Company Voting Securitias, as
the case may be, (b) no Person (excluding the Holding Company
and any employee benefit plan (or related trust) of the Holding
Company, or such corporation and any Person beneficially owning,
immediately prior to such sale or other disposition, directly or
indirectly, 35% or more of the Outstanding Holding Company
Common Stock or the Qutstanding Holding Company Vating
Securities, as the case may be) beneficially owns, directly or
indirectly, 35% or more of, respectively, of the then outstanding
voting shares of common stock of such corporation and|the
combined voting power of the then outstanding voting securitigs of
such corporation entitled to vote generally in the election of
directors and (c) at least a majority of the members of the board of
directors of such corporation were members of the Incumbent
Board at the time of the execution of the initial agreement or action
of the Board providing for such sale or other disposition of assets
of the Holding Compaay; or E
The issuance or transfer of sufficient shares of stock, or a merger,
reorganization or consolidation, which results in (i) more than 30%




of the then outsténding shares of common stock of the Co
or (i1) securities having more than 50% of the combined

pany,
oting

power of the then outstanding voting securities of the Company

entitled to vote generally in the election of directors, being g
by other than the Holding Company or persons who d
securities having more that 65% of the combined voting pou
the outstanding voting securities of the Holding Company er
to vote generally in the election of directors of the Hd
Company prior to the transaction (but expressly excluding Ex
Transfers as set forth in subparagraph (1) herein. "

XVI. AMENDMENT OR REVOCATION

It is agreed by and between the parties hereto that, during the lifetime cgk the

Insured, this Agreement may be amended or revoked at any time or tim
“whole or in part, by the mutual written consent of the Insured and the Bank.

XVII. EFFECTIVE DATE
‘The Effective Date of this Agreement shall be September 12, 2001.
XVIII.SEVERABILITY AND INTERPRETATION

If a provision of this Agreement is held to be invalid or unenforceable

wned
wned
er of
titled
lding
empt

s, In

) the

remaining provisions shall nonetheless be enforceable according to their terms:

 Further, in the event that any provision is held to be over broad as written,

such

provision shall be deemed amended to narrow its application to the extent
necessary to make the provision enforceable according to law and enforced as

amended.

XIX. APPLICABLE LAW

The validity and interpretation of this Agreement shall be governed by the laws of

the State of New York.




Executed at Lyons, New York this 26™ day of September, 2001.

@ mﬁ Lme nracif

itness

THE LYONS NATIONAL BANK

Lyons, New York

Qzﬂlé)/({fﬂ

Bg/’?"yﬁ

Mm O

Title

Kenneth M., Burt
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EXHIBIT 6.8

EXECUTIVE SALARY CONTINUATION AGREEMENT

THE AGREEMENT, made and entered into this 26™ day of September, 2001 by
and between The Lyons National Bank, a banking corporation organized and existing
under the laws of the United States (hereinafter called “Bank™), and Kenneth M. Burt
(hereinafter called the “Executive”).

WITNESSETH:

WHEREAS, the Executive has been and continues to be a valued Executive of the
Bank, and is now serving the Bank as its Chief Financial Officer; and,

WHEREAS, it is the consensus of the Board of Directors that the Executive's
services to the Bank in the past have been of exceptional merit and have constituted an
invaluable contribution to the general welfare of the Bank and in bringing it to its present
status of operating efficiency, and its present position in its field of activity; and,

WHEREAS, the experience of the Executive, his knowledge of the affairs of the
Bank, his reputation and contacts in the industry are so valuable that assurance of his
- continued services is essential for the future growth and profits of the Bank and it is in the
best interests of the Bank to arrange terms of continued employment for the Executive so
as to reasonably assure his remaining in the Bank's employment during his lifetime or
until the age of retirement; and, ;

WHEREAS, it is the desire of the Bank that his services be retained as herein
provided; and,

WHEREAS, the Executive is willing to continue in the employ of the Bank
provided the Bank agrees to pay to him or his beneficiaries certain benefits in accordance
with the terms and conditions hereinafter set forth:

ACCORDINGLY, it is the desire of the Bank and the Executive to enter into this
agreement under which the Bank will agree to make certain payments to the Executive at
retirement or his beneficiary in the event of his premature death while employed by the
~ Bank; and,

FURTHERMORE, it is the intent of the parties hereto that this agreement be
considered an unfunded arrangement maintained primarily to provide supplemental
benefits for the Executive, as a member of a select group of management or highly
compensated employees of the Bank for the purposes of the Employee Retirement
Income Security Act of 1974, (E.R.LS.A.):



NOW, THEREFORE, in consideration of services performed in the past and to be

performed in the future as well as of the mutual promises and covenants herein contained
it s agreed as follows:

II.

III.

]
<l
=

EMPLOYMENT

The Bank agrees to employ the Executive in such capacity as the Bank may from
time to time determine. The Executive will continue in the employ of the Bank in
such capacity and with such duties and responsibilities as may be assigned to him,
and with such compensation as may be determined from time to time by the Board
of Directors of the Bank. Active employment shall include temporary disability
not to exceed six (6) months (26 weeks) and other "leave of absences" specifically
granted by the Board of Directors.

FRINGE BENEFITS

The salary continuation benefits provided by this agreement are granted by the
Bank as a fringe benefit to the Executive and are not part of any salary reduction
plan or an arrangement deferring a bonus or a salary increase. The Executive has
no option to take any current payment or bonus in lieu of these salary continuation
benefits except as set forth hereinafter.

RETIREMENT DATE

If Executive remains in the continuous employ of the Bank, he shall retire from
active employment with the Bank thirty (30) days after attaining his sixty-second
(62" birthday, unless by action of the Board of Directors his period of active
employment shall be shortened or extended.

EARLY RETIREMENT

The Executive may retire early provided the Executive has attained age fifty-five
(55) and has been employed by the Bank for twenty (20) full years from the date
of first service. Upon said early retirement, the Executive shall receive the

| ~ benefits set forth in Paragraph V subject to vesting schedule in Paragraph VIII,

and based upon the Executive’s compensation at said early retirement.
RETIREMENT BENEFIT AND POST-RETIREMENT DEATH BENEFIT

Subject to Subparagraph IX (A), upon said retirement the Bank, commencing each
January 1* following said retirement, shall pay Executive an annual benefit equal
to seventy-five percent (75%) of Executive’s average of highest three (3) years
(salary, bonus and deferred compensation) immediately prior to his retirement,
said amount to be reduced by the following amounts the Executive would be
entitled to at age sixty-two (62): (i) The amount available to the Executive from
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VII.

the Bank’s pension plan assuming lifetime with fifteen (15) years certain; (ii) The
Bank’s contribution to the Executive’'s 401(k) plan annuitized assuming the
Executive would be paid for fifteen (15) years certain using a rate of return equal
to the average one-year Federal funds rate for the twelve (12) months immediately
preceding the Executive’s retirement. [t shall further be assumed that the
Executive has contributed the maximum voluntary contribution to the 401(k) plan
thereby being eligible for maximum Bank contribution and assume seven percent
(7%) interest on Bank contribution. And, (i) fifty percent (50%) of the
Executive’s age sixty-two (62) Social Security benefit. The benefit shall be
payable beginning thirty (30) days following retirement in equal monthly
installments (of 1/12 of the annual benefit) until the death of the Executive,
provided that if less than one hundred and eighty (180) such monthly payments
have been made prior to the death of the Executive, the Bank shall continue such
monthly payments to whomever the Executive shall designate in writing and filed
with the Bank, until the full number of one hundred and eighty (180) monthly

| payments have been made. In the absence of any effective designation of

beneficiary, any such amounts becoming due and payable upon the death of the
Executive shall be payable to the duly qualified executor or administrator of his
estate.

DEATH BENEFIT PRIOR TO RETIREMENT

In the event the Executive should die while actively employed by the Bank at any
time after the date of this Agreement but prior to his attaining the age of sixty-two
(62) years (or such later date as may be agreed upon), the Executive shall become
100% vested in the value of his accrued liability account. The benefit shall be
payable in either, at the discretion of the Bank, fifteen (15) annual payments using
a rate of return equal to the average one year Federal funds rate for the twelve (12)
months immediately preceding the Executive’s date of death, or in a lump sum.
Further, as set forth in this Agreement, the benefits shall be payable to such
individual or individuals as the Executive may have designated in writing and
filed with the Bank. The said monthly payments shall begin the first day of the
month following the death of the Executive. In the absence of any effective
designation of beneficiary, any such amounts becoming due and payable upon the
death of the Executive shall be payable to the duly qualified executor or
administrator of his estate. Provided, however, that anything hereinabove to the
contrary notwithstanding, no death benefit shall be payable hereunder if it is
determined that the Executive’s death was caused by suicide on or before
September 12, 2003. '

BENEFIT ACCOUNTING

The Bank shall account for this benefit using the regulatory accounting principles
of the Bank’s primary federal regulator. The Bank shall establish an accrued
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IX.

liability retirement account for the Executive into which appropriate reserves shall
be accrued. ‘

VESTING

The Executive shall be entitled to receive five percent (5%) times the number of
full years the Executive has been employed by the Bank from the date of this
Agreement.

OTHER TERMINATION OF EMPLOYMENT AND DISABILITY

Subject to Subparagraph IX (A) herein, in the event that the employment of the
Executive shall terminate prior to retirement from active employment, as provided
in Paragraph [II, by the Executive’s voluntary action, then this Agreement shall
terminate upon the date of such termination of employment. The Bank shall pay
to the Executive an amount of money equal to the accrued balance of Executive's
liability reserve account, at termination, multiplied by Executive's cumulative
vested percentage as set forth in Paragraph VIII hereinabove. The payments are to
begin thirty (30) days following the Executive’s Retirement Date (Paragraph II).
This severance compensation shall be paid in ten (10) equal annual installments
without interest. '

Subject to Subparagraph IX (A) herein, in the event that the employment of the
Executive shall terminate prior to retirement from active employment, as provided
in Paragraph I, due to the Executive’s discharge by the Bank, then this
Agreement shall terminate upon the date of such termination of employment. The
Bank shall pay to the Executive an amount of money equal to the accrued balance
of Executive’s liability reserve account at termination. These payments shall
begin thirty (30) days following the date of the termination of service. This
severance compensation shall be paid in ten (10) equal annual installments with
interest equal to the average of Federal funds rate for the twelve (12) months
immediately preceding the termination of the Executive.

In the event the Executive’s death should occur after such severance but prior to
the completion of the monthly payments provided for in this Paragraph IX, the
remaining installments shall be paid to such individual or individuals as the
Executive may have designated in writing, and filed with the Bank. In the
absence of any effective designation of beneficiary, any such amounts shall be
payable to the duly qualified executor or administrator of his estate.

A))  Discharge for Cause:

Should the Executive be discharged for cause at any time, all benefits
under this Agreement shall be forfeited. The term “for cause” shall mean
gross negligence or gross neglect or willful violation of any law that
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XIIL

results in any adverse effect on the Bank. If a dispute- arises as to
discharge “for cause”, such dispute shall be resolved by arbitration as set
forth in this Agreement.

B.) Disability Provision:

In the event the Executive’s employment should terminate due to a total
disability, as determined by the Executive’s individual disability insurance
policy, one hundred percent (100%) of the balance in the Executive’s
accrued liability account (at the time of said disability) shall be paid to the
Executive for ten (10) years using the average Federal funds rate for the
twelve (12) months preceding the Executive’s date of disability, or in lump
sum at Bank’s discretion. Said payment shall commence thirty (30) days
following termination due to disability. It is further agreed that in
conjunction with this benefit plan the Bank will apply for and pay for a
disability income policy in an amount providing at least Sixty percent
(60%) of the Executive’s annual total compensation and sixty percent
(60%) of the Executive’s insurable retirement benefit plan contributions.

This Plan shall have an elimination period of one (1) year.
PARTICIPATION IN OTHER PLANS

The benefits provided hereunder shall be in addition to Executive’s annual salary
as determined by the Board of Directors, and shall not affect the right of
Executive to participate in any current or future Bank Retirement Plan, group
insurance, bonus, or in any supplemental compensation arrangement which
constitutes a part of the Bank's regular compensation structure.

NON-COMPETE

The payment of benefits under this Agreement shall be contingent upon the
Executive’s not engaging in any activity that directly or indirectly competes with
the Banks interests, within 25 miles of any physical office of the Bank existing at

_ the time of Executive’s retirement or voluntary termination. This provision shall

last for three (3) years from termination of employment. However, this provision
shall not apply in the event of a Change of Control as described in Section XII

below.
CHANGE OF CONTROL

After a Change of Control as set forth herein, if the Executive subsequently
suffers a Termination of Employment, voluntary or involuntary, except for cause,
then the Executive shall be entitled to receive the benefits in Paragraph V. Said
benefit shall be based on the Executive’s salary bonus, and deferred compensation
at the time of said termination, reduced by the factors set forth in said Paragraph
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V. Said benefit shall commence thirty (30) days following said termination of

employment.

(A)  For purposes of this Agreement, a Change of Control shall mean:

1.

The acquisition by any one or more individuals, entities or groups
(within the meaning of Section [3(d)(3) or 14(d)(2) of the
Securities Exchange Act of 1934, as amended (the “Exchange
Act”)) (a “Person”) of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of 35% or more
of either (1) the then outstanding shares of common stock of the
Holding Company (the then outstanding shares of common stock
of the Holding Company (the “Outstanding Holding Company
Common Stock™) or (i1) the combined voting power of the then
outstanding voting securities of the Holding Company entitled to
vote generally in the election of directors (the “Outstanding
Holding Company Voting Securities™).

Irrespective of the foregoing, however, any transfer made as the
result of the death of a shareholder whereby said shares pass to a
beneficiary as designated under the shareholder’s duly probated
Last Will and Testament, or as a result of intestacy should the
deceased shareholder not have a duly probated Last Will and
Testament, or by joint tenancy should the shares be owned by the
deceased shareholder jointly with a spouse, or deceased
shareholder’s issue, shall not be deemed to be a transfer for
purposes of determining a change of control as set forth in this
section. In addition, any transfer made by a shareholder which has
been consented to by the Executive within thirty (30) days of said
transfer, or which occurred more than three (3) years previously,
shall be excluded from any computation of Change of Control
under the provisions of this section. Any such transfer by death or
approved transfer by Executive is hereinafter referred to as an
“Exempt Transfer”; or

Individuals who, as of the date hereof, constitute the Board (the
“Incumbent Board”) cease for any reason to constitute at least a
majority of the Board, provided, however, that any individual
becoming a director subsequent to the date hereof whose election,
or nomination for election by the Holding Company’s
shareholders, was approved by a vote of at least a majority of the
directors then comprising the Incumbent Board shall be considered
as though such individual were a member of the Incumbent Board,
but excluding, for this purpose, any such individual whose initial
assumption of office occurs as a result of either an actual or
threatened election contest (as such terms as used in Rule 14a-11
of Regulation 14A promulgated under the Exchange Act) or other
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actual or threatened solicitation of proxies or consents by or on
behalf of a person other than the Board; or

Approval by the shareholders of the Holding Company of a
reorganization, merger or consolidation, in each case, unless,
following such reorganization, merger or consolidation, (i) more
than 65% of, respectively, the then outstanding shares of common
stock of the corporation resulting from such reorganization, merger
or consolidation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors is then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
Outstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such reorganization, merger or consolidation in
substantially the same proportions as their ownership, immediately
prior to such reorganization, merger or consolidation of the
Outstanding Holding Company Common Stock and Outstanding
Holding Company Voting Securities, as the case may be (excepting
the exempt transfers noted in (1) above, (ii) no Person (excluding
the Holding Company, any employee benefit plan (or related trust)
of the Holding Company, or such corporation resulting from such
reorganization, merger or consolidation, and any Person
beneficially owning, immediately prior to such reorganization,
merger or consolidation, directly or indirectly, 35% or more of the
Outstanding Holding Company Common Stock or Outstanding
Holding Company Voting Securities, as the case may be)
beneficially owns, directly or indirectly, 35% or more of,
respectively, of the then outstanding shares of common stock of the
corporation resulting from such reorganization, merger Or
consolidation or the combined voting power of the then
outstanding voting securities of such corporation, and (iii) at least a
majority of the members of the board of directors of the
corporation resulting from such reorganization, merger or
consolidation were members of the Incumbent Board at the time of
the execution of the initial agreement providing for such
reorganization, merger or consolidations; or

Approval by the shareholders of the Holding Company of (i) a
complete liquidation or dissolution of the Holding Company or (i1)
the sale or other disposition of all or substantially all of the assets
of the Holding Company, other than to a corporation, with respect
to which following such sale or other disposition, (a) more than
65% of, respectively, the then outstanding shares of common stock
of such corporation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote



generally in the election of directors in then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
Outstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such sale or other disposition in substantially the same
proportion as their ownership, immediately prior to such sale or
other disposition, of the Outstanding Holding Company Common
Stock and the Outstanding Holding Company Voting Securities, as
the case may be, (b) no Person (excluding the Holding Company
and any employee benefit plan (or related trust) of the Holding
Company, or such corporation and any Person beneficially owning,
immediately prior to such sale or other disposition, directly or
indirectly, 35% or more of the Outstanding Holding Company
Common Stock or the Outstanding Holding Company Voting
Securities, as the case may be) beneficially owns, directly or
indirectly, 35% or more of, respectively, of the then outstanding
voting shares of common stock of such corporation and the
combined voting power of the then outstanding voting securities of
such corporation entitled to vote generally in the election of
directors and (c) at least a majority of the members of the board of
directors of such corporation were members of the Incumbent
Board at the time of the execution of the initial agreement or action
of the Board providing for such sale or other disposition of assets
of the Holding Company; or
5. The issuance or transfer of sufficient shares of stock, or a merger,
reorganization or consolidation, which results in (i) more than 50% of
the then outstanding shares of common stock of the Company, or (ii)
securities having more than 50% of the combined voting power of the
then outstanding voting securities of the Company entitled to vote
generally in the election of directors, being owned by other than the
Holding Company or persons who owned securities having more that
65% of the combined voting power of the outstanding voting securities
of the Holding Company entitled to vote generally in the election of
directors of the Holding Company prior to the transaction (but
expressly excluding Exempt Transfers as set forth in subparagraph (1)
herein.

XIII. BANK CAPITAL

If after the retirement of Executive, the capital of the Bank should fall below the
minimum required by the Bank’s regulatory authority and/or the Bank fails to .
make a profit in any two (2) successive years, Executive may, at his option,
demand that the Bank pay him the balan.« of the benefits due him in a lump sum.
The balance due Executive shall be an amount ~f money equal to his accrued



XIV.

XV.

XVIL

XVIL

liability benefit account balance and shall be paid to him by the Bank within thirty
(30) days of his demand.

ALIENABILITY

It is agreed that neither Executive, nor his/her spouse, nor any other assignee, shall

have any right to commute, sell, assign, transfer or otherwise convey the right to

receive any payments hereunder, which payments and the right thereto are
expressly declared to be non-assignable and non-transferable; and, in the event of
any attempted assignment or transfer, the Bank shall have no further liability
hereunder.

RESTRICTIONS ON FUNDING

The Bank shall have no obligation to set aside, earmark, or entrust any fund or
money with which to pay its obligations under this Agreement. The Bank
reserves the absolute right at its sole discretion to either fund the obligations
undertaken by this Agreement or to refrain from funding the same and determine
the extent, nature, and method of such funding.

GENERAL ASSETS OF THE BANK

The rights of the Executive under this Agreement and of any beneficiary of the
Executive shall be solely those of an unsecured creditor of the Bank. If the Bank
shall acquire an insurance policy or any other asset in connection with the
liabilities assumed by it hereunder, it is expressly understood and agreed that
neither Executive nor any beneficiary of Executive shall have any right with
respect to, or claim against, such policy or other asset. Such policy or asset shall
not be deemed to be held under any trust for the benefit of Executive or his
beneficiary or to be held in any way as collateral security for the fulfilling of the
obligations of the Bank under this Agreement. It shall be and remain a general,
unpledged, unrestricted asset of the Bank and Executive or his beneficiary shall
not have a greater claim to the insurance policy or other assets, or any interest in
either of them, than any other general creditor of the Bank.

REORGANIZATION

The Bank agrees that if the Bank merges or consolidates with any other company
or organization, Or permits its business activities to be taken over by any other
organization, or ceases its business activities or terminates its existence. The
Executive will be considered to be vested in one hundred percent (100%) of the
retirement benefit to be paid to the Executive pursuant to Paragraph V above.
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XVIII. AMENDMENT

XIX.

XX.

XXI.

This Agreemeni may be amended in whole or in part from time to time by the
mutual consent of both the Executive and the Bank.

NOT A CONTRACT OF EMPLOYMENT

This Agreement shall not be deemed to constitute a contract of employment
between the parties hereto, nor shall any provision hereof restrict the right of the
Bank to discharge the Executive, or restrict the right of the Executive to terminate
his employment.

HEADINGS

Headings and subheadings of this Agreement are inserted for reference and
convenience only and shall not be deemed a part of this agreement.

APPLICABLE LAW

The validi'ty and interpretation of this Agreement shall be governed by the laws of
the State of New York. :

XXII. EFFECTIVE DATE

The Effective Date of this Agreement shall be September 12, 2001.

XXMI. CLAIMS PROCEDURE

In the event that benefits under this Agreement are not paid to the Executive (or
his beneficiary in the case of the Executive's death), and such person feels entitied
to receive them, a claim shall be made in writing to the Plan Administrator within
ninety (90) days from the date payments are not made. Such claim shall be
reviewed by the Plan Administrator and the Bank. If the claim is denied, in full or
in part, the Plan Administrator shall provide a written notice within ninety (90)
days setting forth the specific reasons for denial, specific reference to the
provisions of this Agreement upon which the denial is based, and any additional
material or information necessary to perfect the claim, if any. Also, such written
notice shall indicate the steps to be taken if a review of the denial is desired.

If a claim is denied and a review is desired, the Executive (or his beneficiary in
the case of the Executive's death), shall notify the Plan Administrator in writing
within ninety (90) days [and a claim shall be deemed denied if the Plan
Administrator does not take any action within the aforesaid ninety (90) day
period]. In requesting a review, the Executive or his beneficiary may review this
Agreement or any documents relating to it and submit any written issues and

10
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comments he or she may feel appropnate. In its sole discretion the Plan
Administrator shall then review the claim and provide a written decision within
ninety (90) days. This decision likewise shall state the specific provisions of the
Agreement on which the decision is based.

If claimants continue to dispute the benefit denial based upon completed
performance of this Agreement or the meaning and effect of the terms and
conditions thereof, then claimants may submit the dispute to a Board of
Arbitration for final arbitration. Said Board shall consist of one member selected
by the claimant, one member selected by the Bank, and the third member selected
by the first two members. The Board shall operate under any generally recognized
set of arbitration rules. The parties hereto agree that they and their heirs, personal
representatives, successors and assigns shall be bound by the decision of such
Board with respect to any controversy properly submitted to it for determination.

Where a dispute arises as to the Bank's discharge of the Executive “for cause,”
such dispute shall likewise be submitted to arbitration as above described and the
parties hereto agree to be bound by the decision there under.

NAMED FIDUCIARY AND PLAN ADMINISTRATOR

For purposes of implementing this claims procedure (but not for any other
purpose), The Lyons National Bank, is hereby designated as the Named Fiduciary
and Plan Administrator of Plan Agreement. As Named Fiduciary and Plan
Administrator, The Lyons National Bank shall be responsible for the management,
control, and administration of the agreement as established herein. The Named
Fiduciary may delegate to others certain aspects of the management and operation
responsibilities of the Plan including the employment of advisors and the
delegation of ministerial duties to qualified individuals.

IN WITNESS WHEREOQOF, the Bank has caused this Agreement to be éighed inits -

corporate name by its duly authorized officer, and attested by its Secretary, and Executive
hereunto set his hand and seal, all on the day and year first above written.

QA s %ﬂmmwd Bl

THE LYONS NATIONAL BANK
Lyons, New York

q//,,)// %// ,;/,{J c

/ Tltle
%ﬂm@m

Kenneth M. Burt
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EXHIBIT 6.9

EMPLOYMENT AGREEMENT

THIS AGREEMENT made this 19" day of February, 2004, by and between THE
LYONS NATIONAL BANK, a federally chartered banking organization (the "Company") with
its principal offices located at 35 William Street, Lyons, New York 14489, LYONS BANCORP
INC., a New York business corporation (the "Holding Company™) with its principal address at
35 William Street, Lyons, New York 14489 and KENNETH M. BURT,(the "Executive"), of
Clyde, New York.

Introductory Statement. The Executive has made and is expected to make a major
contribution to the profitability, growth and financial strength of the Company and its parent, the
Holding Company. The Holding Company and the Company consider the continued availability
of the Executive's services, managerial skills and business experience to be in the best interests
of the Company, The Holding Company and the Holding Company's shareholders desire to
assure the continued services of the Executive on behalf of the Company and the Holding
Company.

In addition to the foregoing, the Board of Directors of the Holding Company (the
"Board") and the Company have determined that it is in the best interests of the Company, the
Holding Company and the Holding Company's shareholders to assure that they will have the
continued dedication of the Executive, notwithstanding the possibility, threat or occurrence of a
Change of Control (as defined below) of the Holding Company or the Company. The Board
believes it is imperative to diminish the inevitable distraction of the Executive by virtue of the
personal uncertainties and risks created by a pending or threatened Change of Control and to
encourage the Executive's full attention and dedication to the Company currently and in the
event of any threatened or pending Change of Control, and to provide the Executive with
compensation and benefits arrangements upon a change of Control which ensure that the
compensation and benefits expectations of the Executive will be satisfied and which are
competitive with those of other corporations.

NOW, THEREFORE, in consideration of the premises and of the covenants and
agreements provided in this Agreement, the parties agree as follows:

1. (a) Effective Date. This Agreement and the Employment Period shall be
deemed effective as of January 1, 2004.

(b) Employment Period. The Holding Company and the Company hereby
agree to continue the Executive in their employ, and the Executive hereby agrees to remain in the
employ of the Holding Company and the Company, in accordance with the terms and provisions
of this Agreement, for the period commencing on the date all parties execute this Agreement (the
"Effective Date") and ending on the same day of the month 36 months after said date (the
"Employment Period"”). The Employment Period shall automatically renew for successive 36

{457907:}
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month periods unless the Company and the Holding Company shall give notice to the Executive
not more than nine months and not less than six months prior to the expiration of any new 36
month period of its intent to terminate this Employment Agreement. In no event, however, shall
there be more than two (2) automatic renewals (9 years of the Employment Period). As used
herein, the Employment Period shall be intended to include not only the original term, but any
renewal periods.

Irrespective of the foregoing, however, in the event that a change of
control occurs as the same is defined in paragraph 17 hereafter, then the contract herein shall be
deemed to have renewed effective on the date of change of control and shall expire thirty-six
(36) months thereafter unless automatically renewed as provided above.

2. Superseding Agreement. It is the intention that this Employment Agreement once
fully executed, shall supersede and replace any existing employment agreement previously
entered into between the Executive and the Holding Company and/or the Company.

3. Positions and Duties. During the Employment Period, the Executive's position
(including status, offices, titles and reporting requirements), authority, duties and responsibilities
shall be at least commensurate in all material respects with the most significant of those which he
holds as of the date of the execution of this Agreement. The Executive shall perform these duties
at the principal office of the Company (to wit: 35 William Street, Lyons, New York) or such
other location as shall become the principal headquarters of the Company and/or the Holding
Company.

During the period of employment, except for periods of vacation and sick leave,
the Executive agrees to devote reasonable attention and time during normal business hours to the
business and affairs of the Holding Company and Company to the extent necessary to discharge
his responsibilities as Executive hereunder, and shall use his best efforts to perform faithfully
and efficiently such responsibilities. During the Employment Period, however, it shall not be
deemed a violation of this Agreement if the Executive serves on corporate, civic or charitable
boards or committees to the same extent such service is presently permitted or to manage his
own personal investments so long as the activities do not significantly interfere with the
performance of the Executive's responsibility as defined herein. To the extent that said activities
have been conducted by the Executive prior to the effective date of this Agreement, the
continued conduct of such activities subsequent to the effective date shall not be deemed to
interfere with the performance of the Executive's responsibilities.

4. Compensation. During the initial year of the Employment Period, the Executive
shall receive an annual base salary ("Annual Base Salary") of $75,000.00 which shall be payable
on an equal monthly basis. The Base Salary shall be reviewed at least annually and shall be
increased at any time and from time to time as shall be consistent with base salaries generally
awarded in the ordinary course of business to other executives of the Company.

5. Annual Bonuses. In addition to the Annual Base Salary, the Executive shall be
awarded, for each fiscal year ending during the Employment Period, an annual bonus (the
"Annual Bonus") payable in cash, such amounts as the Board of Directors of the Holding
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Company and the Company shall determine, in its judgment, to be appropriate based upon the
performance of the Executive, the Holding Company and the Company. Each such Annual
Bonus shall be paid in cash of the Holding Company no later than the end of the third month of
the fiscal year next following the fiscal year for which the Annual Bonus is awarded, unless the
Executive shall elect to defer the receipt of said Annual Bonus. (The average of the last two
Annual Bonuses shall be referred to as the "Recent Average Bonus").

6. Deferred Compensation. In addition to other compensation and benefits noted
herein, the Board of Directors of the Holding Company and Company will contribute into a
deferred compensation account for the benefit of the Executive. Any stock portion of the
account will be credited with the actual dividends paid on equivalent shares for the period in
question as if the stock had been issued. The price per share for all shares so purchased/awarded
shall be deemed the price for the last reported transfer as of 12/31 of the prior year.

For the calendar year 2004 the amount to be contributed by the Holding Company
and Company into the deferred compensation account shall be $7,500.00, and the amount shall
increase each subsequent year of the Employment Period at the discretion of the Board.

The right to receive said benefits shall vest upon the earlier of the following:

A. The Executive's death;

B. Termination of the Executive's employment with the Holding Company
and/or the Company;
C. Executive's retirement from employment by the Holding Company and/or

the Company;
D. Termination of this Employment Agreement.
E. Upon change of control as defined herein.

7. Incentive, Savings and Retirement Plans. During the Employment Period,
the Executive shall be entitled to participate in all incentive, savings and retirement plans,
policies and programs which are applicable generally to executives of the Company and Holding
Company. In addition, the Executive shall be entitled to participate in any special incentive,
savings and retirement plans, policies and programs which are available specially to the
Executive or to the Executive's peers including, but not limited to, any stock option plan which
may currently exist or hereafter be established.

During the period of Executive’s employment prior to the execution of this
Agreement, the Executive, Company and Holding Company have entered into a certain
Executive Salary Continuation Agreement dated September 26, 2001, and a Rabbi Trust for the
Executive Salary Continuation Agreement and the Endorsement Method Split Dollar Plan
Agreement. Said Agreements, together with any other previously entered into agreement by the

{457907:}



parties, shall remain in full force and effect and shall be in addition to any of the provisions
contained herein.

&. Welfare Benefit Plans. During the Employment Period, the Executive and
the Executive's family shall be eligible for participation in and receive benefits from any welfare
benefit plan which is provided by the Company, including without limitation medical insurance,
prescription drug, dental, disability, salary continuation, life insurance, group life, accidental
death and travel insurance to the extent that the same are generally available to the Executive
and/or the Executive's peers. In addition, the Company shall pay for an annual physical for the
Executive, including all tests which may be required or recommended by the Executive's chosen
physician.

Currently the Executive is receiving Blue Choice Select medical insurance
(family coverage) and Smile Saver Family Dental coverage (family plan). The Company
reserves the right to change medical and dental plans during the term of this Agreement so long
as the coverage provided to Executive is at least as good as Blue Choice Select medical
insurance (family coverage) and Smile Saver Family Dental coverage (family coverage).

0. Expense Reimbursement. During the Employment Period, the Executive shall be
entitled to receive prompt reimbursement for all reasonable employment related expenses
incurred by the Executive in the performance of his duties herein.

10.  Fringe Benefits. The Company shall provide membership to the Executive in the
Wayne Hills Country Club.

11.  Office and Support Staff. During the Employment Period, the Executive shall be
entitled to an office or offices of the size and furnishings which Executive maintains at the time
of the execution of this Agreement, and to personal secretarial and other assistance equivalent to
those services available on the effective date of this Agreement,

12, Vacation. During the Employment Period, the Executive shall be entitled to paid
vacation of at least four (4) weeks for 2004 and each subsequent year of the Employment Period.
Irrespective of the foregoing, however, in the event that the Company adopts a vacation plan
which will be more favorable to the Executive then provided herein, then the Executive shall
have the right to determine whether the terms of this Agreement or the terms of the plan shall
control.

13.  Termination of Employment. Irrespective of the provisions which are set forth in
paragraph 1 regarding the term of this Agreement, this Agreement may be terminated upon the
following events:

A. Death. The Executive's employment shall terminate automatically upon
the Executive's death during the Employment Period.

B. Disability. If the Board of Directors of the Holding Company and the
Company reasonably determine, in good faith, that a disability of the Executive has occurred
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during the Employment Period, said party shall give to the Executive (and the Executive's
spouse) written notice in accordance with Section 21 of its intention to terminate the Executive's
employment. For purposes of this section, "disability" shall mean that Executive has been
unable to substantially perform his duties and responsibilities provided for in this Agreement for
a period of not less than thirty (30) hours per week, for a period of at least twenty-six (26)
consecutive weeks as a result of the Executive's incapacity due to mental or physical illness
which is determined to be total and permanent by a physician selected jointly by the Executive
and the Holding Company and Company, or, if the parties are unable to reach agreement on the
selection of a physician, then the Executive shall select a physician of his choice, the Holding
Company and Company shall jointly select one physician of their choice, and the two physicians
shall select an independent physician. Each physician shall be provided with copies of all
applicable medical reports relating to the Executive's disability and each physician shall be
authorized to examine the Executive. A majority of the three physicians determination as to
disability shall control under the terms of this Agreement.

C. Cause. The Holding Company and the Company, acting jointly, may
terminate the Executive's employment during the Employment Period based upon Cause. For
purposes of this Agreement, "Cause" shall mean:

0 Executive's repeated violation of his obligations of employment
under the terms of this Agreement (other than as a result of incapacity due to physical or mental
illness) which are demonstrably willful and deliberate on the Executive's part, which are
committed in bad faith or without reasonable belief that said violations are in the best interests of
the Holding Company and the Company, and which are not remedied in a reasonable period of
time after receipt of written notice from the Holding Company and the Company specifying such
violations; or '

(2)  the conviction of the Executive of a felony involving moral
turpitude. In establishing a termination for cause under subparagraph 1 herein, it shall be
incumbent upon the Holding Company and Company to establish either that the conduct
constituted a violation of written policy and/or duties previously communicated to the Executive;
or (b) that as a result of past conduct, the Executive knew or should have known that said duties
or conduct was expected of him.

14.  Notice of Termination. Any termination of the Executive or by the Executive as
provided herein shall be communicated by notice of termination to the other party in accordance
with the provisions of Section 21 of this Agreement. Said notice shall set forth the specific
termination provision in this Agreement which is relied upon and, if applicable, reasonable
details of the facts and circumstances claimed to provide a basis for termination under such
section. Said Notice shall further set forth the date in which said termination is to become
effective.

15. Obligations of the Company Upon Termination.

A. Termination For Reasons Other Than for Cause or Termination for Good
Reason. If, during the Employment Period, the Holding Company and the Company shall
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terminate the Executive other than for Cause or the Executive shall terminate his employment
other than for Good Reason, Disability or Death:

(1)  the Holding Company and the Company shall pay to the Executive
in a lump sum in cash within thirty (30) days after the Date of Termination the aggregate of the
following amounts:

(a) the sum of the Executive's Annual Base Salary computed
through the Date of Termination (to the extent not theretofore paid), plus a prorated share of the
Recent Average Bonus previously received by the Executive, plus any compensation previously
deferred by the Executive together with accrued interest or earnings thereon, plus any accrued
vacation pay (said sums collection hereinafter referred to be "Accrued Obligations") and

(b) an amount equal to the product of 1.667 times the
Executive's Annual Base Salary.

2 In addition to the foregoing, for the remainder of the three year
period which would have been the Employment Period but for termination (or for such longer
period as any plan, practice or policy may otherwise provide), the Company shall continue to
provide to the Executive and Executive's family benefits at least equal to those which would
have been provided to them under then existing Welfare Benefit Plans if the Executive's
employment had not been terminated. Irrespective of the foregoing, however, in the event that
the Executive shall become re-employed with another employer during the remainder of the two-
year period noted herein, and Executive is eligible to receive such medical or other welfare
benefits under another employer provided plan, then the medical and other welfare benefits
described herein shall be deemed secondary to those under such other plan provided by the
Executive's new employer.

B. Death. If the Executive's employment is terminated by reason of the
Executive's death during the Employment Period, this Agreement shall terminate without further
obligations to the Executive's estate under this Agreement, other than for:

(D) Payment of Accrued Obligations (which shall be paid to the
Executive's estate or beneficiary in a lump sum in cash within 30 days of the Date of
Termination,

(2)  Timely payment or provision for the Welfare Benefit Continuation
and Other Benefits as provided herein for a period of two years,

(3)  Payment to the Executive's estate or beneficiary, if applicable, in a
lump sum in cash within thirty (30) days of the Date of Termination of any amount of death
benefit then provided by the Company and/or the Holding Company under the then-existing
plan, policies or arrangements, and
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4) The proceeds of any life insurance covering the Executive to the
extent that the same was paid for directly or on a contributory basis by the Executive (all said
benefits hereinafter referred to as the "Death Benefits").

C. Disability. If the Executive's employment is terminated by reason of the

Executive's Disability during the Employment Period, this Agreement shall terminate without

further obligations to the Executive except that the Company and/or the Holding Company shall
continue to be responsible for:

(1)  Payment of Accrued Obligations (which shall be paid to the
Executive in a lump sum in cash within thirty (30) days of the date of the Termination).

(2)  Timely payment of any Benefit Continuation or Other Benefits
which may then be available under then existing policy and/or plan.

D. Termination for Cause. If the Executive's employment shall be terminated
for Cause during the Employment Period, this Agreement shall terminate without further
obligations to the Executive other than the obligation to pay to the Executive Annual Base Salary
through the Date of Termination plus the amount of any compensation previously deferred by the
Executive (in each case to the extent theretofore unpaid). In all such cases, all Accrued
Obligations shall be paid to the Executive in a lump sum in cash within 30 days of the Date of
Termination.

16.  Non-exclusivity of Rights. Nothing contained in this Agreement shall prevent or
limit the Executive's continuing or future participation in plans, programs or policies which are
adopted after the execution of this Agreement by the Company and for which the Executive may
be qualified.

17. Change of Control.

A. For purposes of this Agreement, a Change of Control shall mean:

(1)  The acquisition by any one or more individuals, entities or groups
(within the meaning of Section 13(d)(3) or 14(d)(2) of the Securities Exchange Act of 1934, as
amended (the "Exchange Act")) (a "Person") of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of 35% or more of either (i) the then
outstanding shares of common stock of the Holding Company (the "Outstanding the Holding
Company Common Stock") or (ii) the combined voting power of the then outstanding voting
securities of the Holding Company entitled to vote generally in the election of directors (the
"Outstanding the Holding Company Voting Securities").

Irrespective of the foregoing, however, any transfer made as the
result of the death of a shareholder whereby said shares pass to a beneficiary as designated under
the shareholder's duly probated Last Will and Testament, or as a result of intestacy should the
deceased shareholder not have a duly probated Last Will and Testament, or by joint tenancy
should the shares be owned by the deceased shareholder jointly with a spouse, or deceased
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shareholder's issue, shall not be deemed to be a transfer for purposes of determining a change of
control as set forth in this Article 17. In addition, any transfer made by a shareholder which has
been consented to by the Executive within thirty (30) days of said transfer, or which occurred
more than three (3) years previously, shall be excluded from any computation of change of
control under the provisions of this Article 17. Any such transfer by death or approved transfer
by Executive is hereinafter referred to as an "Exempt Transfer"; or

2 Individuals who, as of the date hereof, constitute the Board (the
"Incumbent Board") cease for any reason to constitute at least a majority of the Board; provided,
however, that any individual becoming a director subsequent to the date hereof whose election,
or nomination for election by the Holding Company's shareholders, was approved by a vote of at
least a majority of the directors then comprising the Incumbent Board shall be considered as
though such individual were a member of the Incumbent Board, but excluding, for this purpose,
any such individual whose initial assumption of office occurs as a result of either an actual or
threatened election contest (as such terms are used in Rule 14a-11 of Regulation 14A
promulgated under the Exchange Act) or other actual or threatened solicitation of proxies or
consents by or on behalf of a Person other than the Board; or

(3)  Approval by the sharcholders of the Holding Company of a
reorganization, merger or consolidation, in each case, unless, following such reorganization,
merger or consolidation, (i) more than 65% of, respectively, the then outstanding shares of
common stock of the corporation resulting from such reorganization, merger or consolidation
and the combined voting power of the then outstanding voting securities of such corporation
entitled to vote generally in the election of directors is then beneficially owned, directly or
indirectly, by all or substantially all of the individuals and entities who were the beneficial
owners, respectively, of the Outstanding the Holding Company Common Stock and QOutstanding
the Holding Company Voting Securities immediately prior to such reorganization, merger or
consolidation in substantially the same proportions as their ownership, immediately prior to such
reorganization, merger or consolidation, of the Outstanding the Holding Company Common
Stock and Outstanding Company Voting Securities, as the case may be (excepting the exempt
transfers noted in (i) above, (i) no Person (excluding the Holding Company, any employee
benefit plan (or related trust) of the Holding Company, or such corporation resulting from such
reorganization, merger or consolidation and any Person beneficially owning, immediately prior
to such reorganization, merger or consolidation, directly or indirectly, 35% or more of the
Outstanding Holding Company Common Stock or Outstanding Holding Company Voting
Securities, as the case may be) beneficially owns, directly or indirectly, 35% or more of,
respectively, of the then outstanding shares of common stock of the corporation resulting from
such reorganization, merger or consolidation or the combined voting power of the then
outstanding voting securities of such corporation, and (iii) at least a majority of the members of
the board of directors of the corporation resulting from such reorganization, merger or
consolidation were members of the Incumbent Board at the time of the execution of the initial
agreement providing for such reorganization, merger or consolidation; or

) Approval by the shareholders of the Holding Company of (i) a

complete liquidation or dissolution of the Holding Company or (ii) the sale or other disposition
of all or substantially all of the assets of the Holding Company, other than to a corporation, with
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respect to which following such sale or other disposition, (A) more than 65% of, respectively, the
then outstanding shares of common stock of such corporation and the combined voting power of
the then outstanding voting securities of such corporation entitled to vote generally in the
election of directors is then beneficially owned, directly or indirectly, by all or substantiaily all of
the individuals and entities who were the beneficial owners, respectively, of the Outstanding the
Holding Company Common Stock and Outstanding the Holding Company Voting Securities
immediately prior to such sale or other disposition in substantially the same proportion as their
ownership, immediately prior to such sale or other disposition, of the Qutstanding the Holding
Company Common Stock and Outstanding the Holding Company Voting Securities, as the case
may be, (B) no Person (excluding the Holding Company and any employee benefit plan (or
related trust) of the Holding Company, or such corporation and any Person beneficially owning,
immediately prior to such sale or other disposition, directly or indirectly, 35% or more of the
Outstanding the Holding Company Common Stock or Outstanding the Holding Company Voting
Securities, as the case may be) beneficially owns, directly or indirectly, 35% or more of,
respectively, of the then outstanding shares of common stock of such corporation and the
combined voting power of the then outstanding voting securities of such corporation entitled to
vote generally in the election of directors and (C) at least a majority of the members of the board
of directors of such corporation were members of the Incumbent Board at the time of the
execution of the initial agreement or action of the Board providing for such sale or other
disposition of assets of the Holding Company; or

(5)  the issuance or transfer of sufficient shares of stock, or a merger,
reorganization or consolidation, which results in (i) more than 50% of the then outstanding
shares of common stock of the Company, or (ii) securities having more than 50% of the
combined voting power of the then outstanding voting securities of the Company entitled to vote
generally in the election of directors, being owned by other than the Holding Company or
persons who owned securities having more than 65% of the combined voting power of the
outstanding voting securities of the Holding Company entitled to vote generally in the election of
directors of the Holding Company prior to the transaction (but expressly excluding Exempt
Transfers as set forth in subparagraph 1 herein.

B. At any time within three years of the event of a Change of Control as
defined herein, the Executive shall be authorized to terminate his employment with the Holding
Company and Company without cause. In said event, and in addition to any and all other
compensation provided for in Article 13 (based upon the Executive's termination for Good
Cause), the Executive shall be entitled to receive within thirty (30) days after date of termination:
(i) the lesser of six (6) times the Executive's annual base salary, or the maximum amount which
would be permitted under the Internal Revenue Code Section 280G which will not result in the
imposition of the 20% excise tax, (ii) all deferred compensation including the full funding of any
deferred compensation that would be owed to the Executive upon completion of the calendar
year in which the termination occurred, and (iii) Benefit Continuation for a period of two years
following termination.

18.  Full Settlement: Resolution of Disputes. The obligation of the Company to make
payments provided for in this Agreement and to otherwise to perform its obligations hereunder
shall not be affected by any set-off, counterclaim, recoupment, defense or other claim, right or
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action which it may have against the Executive. In no event shall the Executive be obligated to
seek other employment or take any other action by way of mitigation of the amounts payable to
the Executive under any of the provisions of this Agreement and such amounts shall not be
reduced whether or not the Executive obtains other employment.

19.  Confidential Information. The Executive shall hold in a fiduciary capacity for the
benefit of the Company and its affiliated companies all secret or confidential information,
knowledge or data relating to the Company or any of its affiliated companies, and their
respective businesses, which shall have been obtained by the Executive during the Executive's
employment by the Company or any of its affiliated companies and which shall not be or become
public knowledge (other than by acts by the Executive or representatives of the Executive in
violation of this Agreement). After termination of the Executive's employment with the
Company, the Executive shall not, without the prior written consent of the Company or as may
otherwise be required by law or legal process, communicate or divulge any such information,
knowledge or data to anyone other than the Company and those designated by it. In no event
shall an asserted violation of the provisions of this Section constitute a basis for deferring or
withholding any amounts otherwise payable to the Executive under this Agreement.

20. Successors.

A. This Agreement is personal to the Executive and without the prior written
consent of the Holding Company and the Company shall not be assignable by the Executive.
This Agreement shall inure to the benefit of and be enforceable by the Executive's legal
representatives.

B. This Agreement shall inure to the benefit of and be binding upon the
Holding Company, the Company and their successors and assigns.

C. The Holding Company and the Company will require any successor
(whether direct or indirect, by purchase, merger, consolidation or otherwise to all or substantially
all of their respective businesses and/or assets to assume expressly and agree to perform this
Agreement in the same manner and to the same extent that each of them would respectively be
required to perform it if no such succession had taken place.

21. Miscellaneous.

A. As used in this Agreement, "Company" and "the Holding Company" when
used singly shall mean each of them as hereinbefore defined and any successor to their
respective businesses and/or assets as aforesaid which assumes and agrees to perform this
Agreement by operation of law, or otherwise.

B. This Agreement shall be governed by and construed in accordance with
the laws of the State of New York, without reference to principles of conflict of laws. The
captions of this Agreement are not part of the provisions hereof and shall have no force or effect.
This Agreement may not be amended or modified otherwise than by a written agreement
executed by the parties hereto or their respective successors and legal representatives.
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C. All notices and other communications hereunder shall be in writing and
shall be given by hand delivery to the other party or by registered or certified mail, return receipt
requested, postage prepaid, addressed as follows:

If to the Executive:

Kenneth M. Burt
186 Caroline Street
Clyde, New York 14433

If to the Holding Company
or the Company:

The Lyons National Bank

35 William Street

Lyons, New York 14489

Attn: Chairman of Board of Directors

or to such other address as either party shall have furnished to the other in writing in accordance
herewith. Notice and communications shall be effective when actually received by the
addressee.

D. The invalidity or unenforceability of any provision of this Agreement shall
not affect the validity or enforceability of any other provision of this Agreement.

E. The Holding Company and the Company may withhold from any amounts
payable under this Agreement such Federal, state or local taxes as shall be required to be
withheld pursuant to any applicable law or regulation.

F. The Executive's, the Holding Company's or the Company's failure to insist
upon strict compliance with any provision hereof or any other provision of this Agreement or the
failure to assert any right the Executive, the Holding Company or the Company may have
hereunder, shall not be deemed to be a waiver of such provision or right or any other provision or
right of this Agreement.

G. The Executive and the Holding Company and the Company acknowledge
that, if prior to the Effective Date, (i) the Executive's employment with the Holding Company
and the Company terminates or (ii) the Executive ceases to be an officer of the Holding
Company and the Company, then the Executive shall have no further rights under this
Agreement.

23. Certain Reduction of Payments by the Company.

A. Anything in this Agreement to the contrary notwithstanding, in the event
that it should be determined that any payment or distribution by the Company to or for the
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benefit of the Executive (whether paid or payable or distributed or distributable pursuant to the
terms of this Agreement or otherwise but determined without regard to any reduction required
under this Section (a Payment) would be nondeductible by the Company for federal income tax
purposes pursuant to the provisions of Section 280G of the Internal Revenue Code, then the
aggregate present value of all Payments shall be reduced (but not below zero) such that such
aggregate present value of Payments equals the Reduced Amount. The "Reduced Amount" shall
be an amount expressed in present value which maximizes the aggregate present value of
Payments without causing any Payment to be nondeductible by the Company because of Section
280G of the Code. For purposes of this Section, present value shall be determined in accordance
with Section 280G(d)(4) of the Code.

B. As a result of the uncertainty and the application of Section 280G of the
Code at the time of the initial determination by the Company, it is possible that the Payment will
have been made by the Company which should not have been made (hereinafter referred to as
"Overpayment") or that additional Payments will not have been made by the Company which
should have been made (Underpayment), in each case, consistent with the calculations required
to be made hereunder. In the event that the accounting firm then servicing the books and records
of the Company determines that an Overpayment has been made, any such overpayment should
be treated for all purposes as a loan to the Executive which the Executive shall repay to the
Company together with interest at the applicable federal rate as provided in Section 7872(f)(2) of
the Code; provided, however, that no amount shall be payable by the Executive to the Company
if and to the extent that said Payment would not reduce the amount which is subject to taxation
under Section 4999 of the Code. In the event that the accounting firm then servicing the
Company determines that an Underpayment has occurred, any such Underpayment shall be
promptly paid by the Company to or for the benefit of the Executive together with interest at the
applicable federal rate provided for in Section 7872(f)(2) of the Code.

C. The parties understand, acknowledge and agree that, notwithstanding any
other provision of this Agreement, the Company shall not be obligated to make any Payment or
provide for any benefit under this Agreement where (i) appropriate regulatory authority does not
approval or acquiesce as may be required by law; or (ii) the Company has been informed either
orally or in writing by a representative of the appropriate regulatory authority that it is the
position of said regulatory authority that making said Payment or providing said benefit would
constitute an unsafe and unsound practice, violate a written agreement between the Company and
the regulatory authority, violate an applicable rule or regulation of the authority, or would cause
or representative of the regulatory authority to recommend enforcement action against the
Company; provided, however, that consistent with said regulatory compliance, the Company will
nevertheless use its best efforts to make each Payment to the maximum extent permitted.
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IN WITNESS WHEREOF, the Executive and, pursuant to the authorization by
their respective Boards of Directors, the Company and the Holding Company have signed this
Agreement, all as of the day and year first above written.

/s/ Kenneth M. Burt
KENNETH M. BURT

LYONS BANCORP, INC.

By:  /s/James E. Santelli
Director

THE LYONS NATIONAL BANK

By: /s/ James E. Santelli
Director
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EXHIBIT 6.10

DIRECTOR FEE CONTINUATION AGREEMENT

THIS AGREEMENT, made and entered into this 26™ day of September, 2001 by
and between The Lyons National Bank, a Bank organized and existing under the laws of
the United States, (hereinafter referred to as the, “Bank™), and David J. Breen, Jr., a
member of the Board of Directors of the Bank (hereinafter referred to as the “Director”).

WITNESSETH:

WHEREAS, it is the consensus of the Board of Directors (hereinafter referred to
as the, “Board”) that the Director’s services to the Bank in the past have been of
exceptional merit and have constituted an invaluable contribution to the general welfare
of the Bank and in bringing it to its present status of operating efficiency, and its present
position in its field of activity;

WHEREAS, the Director’s experience, knowledge of the affairs of the Bank,
reputation, and contacts in the industry are so valuable that assurance of the Director’s
continued services is essential for the future growth and profits of the Bank and it is in the
best interests of the Bank to arrange terms of continued employment for the Director so as
to reasonably assure the Director’s remaining in the Bank's employment during the
Director’s lifetime or until the age of retirement;

WHEREAS, it is the desire of the Bank that the Director’s services be retained as
herein provided;

WHEREAS, the Director is willing to continue in the service of the Bank
provided the Bank agrees to pay the Director’s or the Director’s beneficiary(ies) certain
benefits in accordance with the terms and conditions hereinafter set forth;

ACCORDINGLY, it is the desire of the Bank and the Director to enter into this
agreement under which the Bank will agree to make certain payments to the Director at
retirement or the Director’s beneficiary(ies) in the event of the Director’s death pursuant

to this Agreement;

FURTHERMORE, it is the intent of the parties hereto that this Director Plan be
considéred an unfunded arrangement maintained primarily to provide supplemental
retirement benefits for the Director, and to be considered a non-qualified benefit plan for
purposes of the Employee Retirement Security Act of 1974, as amended (“ERISA™). The
Director is fully advised of the Bank’s financial status and has had substantial input in the
design and operation of this benefit plan; and

NOW, THEREFORE, in consideration of services performed in the past and to be
performed in the future as well as of the mutual promises and covenants herein contained
it is agreed as follows:
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HI.

IV.

SERVICE

The Director will continue to serve the Bank in such capacity and with such duties
and responsibilities as may be assigned, and with such compensation as may be
determined from time to time by the Board of Directors of the Bank.

FRINGE BENEFITS

The fee continuation benefits provided by this Agreement are granted by the Bank
as a fringe benefit to the Director and are not part of any fee reduction plan or an
arrangement deferring a bonus or a fee increase. The Director has no option to
take any current payment or bonus in lieu of these fee continuation benefits except
as set forth hereinafter. '

ELIGIBILITY

Director must be elected to Board. Upon the election to the Board of Directors,
the Director begins eligible service.

RETIREMENT DATE, NORMAL RETIREMENT AGE, AND EARLY
RETIREMENT

A, Retirement Date:

If the Director continuously serves the Bank, the Director shall retire from
active service with the Bank on the December 31st nearest the Director’s
seventieth (70th) birthday, unless by action of the Board of Directors this
period of active service shall be shortened or extended.

B. Normal Retirement Age:

Normal Retirement Age shall mean the date on which the Director attains
age seventy (70).

C. Early Retirement:

The Director may retire early provided the Director has attained age sixty
(60), has completed ten (10) full years of service on the Board of the Bank
from the date of first service, and has completed five (5) full years of
service on the Board of the Bank from the Effective Date of this
Agreement unless waived by the Board of the Bank. Upon early
retirement, the Director shall receive the benefits set forth in Paragraph V
commencing as set forth in Paragraph V, and, if the Director chooses
Option A in Paragraph V, the benefit shall be based upon the Director’s
average final three (3) years fees at the early retirement and the vesting
schedule set forth in Paragraph VIIL
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RETIREMENT BENEFIT AND POST-RETIREMENT DEATH BENEFIT

Upon eligibility to participate in the Plan, the Director will choose either
option A or B.

A. Upon said retirement, the Bank, commencing with the first day of the
month following the date of such retirement, shall pay the Director an
annual benefit equal to seventy-five percent (75%) of average final three
(3) years fees. Said amount shall be paid for a period of five (5) years,
provided that if less than five (5) such annual payments have been made
prior to the death of the Director, the Bank shall either, at the discretion of
the Bank, continue such annual payments to the individual or individuals
the Director may have designated in writing and filed with the Bank until
the full number of five (5) payments have been made, or make the total
amount of said payments due in a lump sum reduced to present value as
set forth in Subparagraph XII (K) to said beneficiary(ies). In the absence
of any effective designation of beneficiary, any such amounts becoming
due and payable upon the death of the Director shall be payable to the duly
qualified executor or administrator of the Director’s estate. Said payments
due hereunder shall begin the first day of the second month following the
decease of the Director. Provided, however, in the event of suicide, no
death benefit shall be payable hereunder if the Director dies on or before
the 12* day of September, 2003.

OR

B. May choose to take if insurable a Nursing Home and Professional Home
Care policy providing $200 per day, five percent (5%) inflation rider, six
(6) year benefit and 90 day elimination period (or similar policy of this

type).
DEATH BENEFIT PRIOR TO RETIREMENT

In the event the Director should die while actively serving the Bank at any time
after the date of this Agreement but prior to the Director attaining the age of
seventy (70) years and the Director chooses option A above, the Bank will pay an
annual benefit equal to seventy-five percent (75%) of average final three (3) years’
fees for a period of five (5) years to said beneficiary(ies). If the Director chooses
option B under Paragraph V hereinabove the nursing home and professional home
care policy shall cease. In the absence of any effective designation of beneficiary,
any such amounts becoming due and payable upon the death of the Director shall
be payable to the duly qualified executor or administrator of the Director’s estate.
Said payments due hereunder shall begin the first day of the second month
following the decease of the Director. Provided, however, in the event of suicide,
no death benefit shall be payable hereunder if the Director dies on or before the
12" day of September, 2003.
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IX.

BENEFIT ACCOUNTING

The Bank shall account for this benefit using the regulatory accounting principles
of the Bank’s primary federal regulator. The Bank shall establish an accrued
liability retirement account for the Director into which appropriate reserves shall

be accrued.

VESTING

The Director shall be vested in the benefits provided in this Agreement as follows
that corresponds to the number of full years the Director has served the Bank from
the date of first service on the Board of the Bank.

v Vesting
Years of Service (to a maximum of 100%
0-9 0%
10 or more 100%

- OTHER TERMINATION OF SERVICE

Subject to Subparagraph IX (i) herein, in the event that the service of the Director
shall terminate prior to retirement from active service, as provided in Paragraph
IV, by the Director’s voluntary or involuntary action (other than “for cause™), then
this Agreement shall terminate upon the date of such termination of service and
the Bank shall pay to the Director, if Option A were selected in Paragraph V, an
amount of money equal to the accrued balance of Director’s liability reserve
account multiplied by Director’s cumulative vested percentage as set forth in
Paragraph VII hereinabove, said payments to begin, at the sole discretion of the
Bank, thirty (30) days foliowing the date of the termination of service, or at the
Director’s Retirement Date (Paragraph IV). This severance compensation shall be
paid in ten (10) equal annual installments with interest equal to the average
Federal Funds rate for the prior twelve (12) months as reported in the Federal
Reserve Bulletin #H-25, or such replacement document, as of the date of
termination. If, however, the Director chooses Option B in Paragraph V, then the
nursing home and professional home care policy shall continue to exist only if the
director has served ten (10) or more full years on the Board of Directors from the
date of first service. Otherwise, said nursing home and professional home care
policy premiums shall no longer be the responsibility of the Bank.

Subject to Subparagraph IX (i) herein, in the event that the service of the Director
shall terminate prior to retirement from active employment, as provided in
Paragraph III, by the Director’s discharge “for cause”, then this Agreement shall
terminate upon the date of such termination of service and all benefits shall be

forfeited.




1) Discharge for Cause: Should the Director be discharged for cause
at any time, all benefits under this Agreement shall be forfeited.
The term “for cause” shall mean gross negligence or gross neglect
or willful violation of any law that results in any adverse effect on
the Bank. If a dispute arises as to discharge “for cause”, such
dispute shall be resolved by arbitration as set forth in this
Agreement.

In the event the Director’s death should occur after such termination but prior to
the Director receiving the amounts due hereunder, the Bank shall either, at the
discretiorl of the Bank, continue such annual payments to the individual or
individuals the Director may have designated in writing and filed with the Bank
until the full number of ten (10) payments have been made, or make the total
amount of said payments due in a lump sum reduced to present value as set forth
in Subparagraph XIII (K) to said beneficiary(ies). In the absence of any effective
designation of beneficiary, any such amounts becoming due and payable upon the
death of the Director shall be payable to the duly qualified executor or
administrator of the Director’s estate. Said payments due hereunder shall begin
the first day of the second month following the decease of the Director. Provided,
however, in the event of suicide, no death benefit shall be payable hereunder if the
Director dies on or before the 12th day of September, 2003.

DEFERRAL BENEFITS

A. Deferral Election:

Any Director wishing to defer any portion or all of the Director’s fees may
elect to deferup to one hundred percent (100%) of said fees. The Director
will make the election to defer by filing with the Bank a written statement
setting forth the amount of the deferrals. This statement must be filed
prior to having earned the deferred income.

B. Deferred Compensation Account:

The Bank shall establish a Deferred Compensation Account in the name of
the Director and credit that account with the deferrals. The Bank shall also
credit interest to the Deferred Compensation Account balance on
December 31st of each year. The interest rate credited shall be the Bank’s
highest certificate of deposit rate for each Plan Year [Subparagraph XIII
(M)].

C. Retirement, Termination of Service or Death:

Upon the Director’s Retirement Date or Termination of Service from the
Board, the balance of the Director’s Deferred Compensation Account shall
be payable in five (5) annual installments, payable to the Director
beginning January 1* of the year after termination. Should the Director
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die while there i1s a balance in the Director’s Deferred Compensation
Account, such balance shall be paid in a lump sum to such individual or
individuals as the Director may have designated in writing and filed with
the Bank. In the absence of any effective designation of beneficiary, any
such amounts shall be payable to the duly qualified executor or
administrator of the Director’s estate. Said payment due hereunder shall
be on the first day of the second month following the decease of the
Director.

CHANGE OF CONTROL

In the event there is change in control as described in Subparagraph XI (A) herein

below, and if the Director’s service shall terminate, or the Director’s fee or

position shall decrease, subsequent to said conversion and change of control then
the Director shall immediately receive the value of the Director’s accrued liability
account. The Director shall be one hundred percent (100%) vested in said
benefits, and said benefits shall begin without regard to the Director’s Retirement
Date (Paragraph IV).

(A)  For purposes of this Agreement, a Change of Control shall mean:

1. The acquisition by any one or more individuals, entities or groups
(within the meaning of Section 13(d)(3) or 14(d)(2) of the
Securities Exchange Act of 1934, as amended (the “Exchange
Act”™)) (a “Person”) of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of 35% or more
of either (i) the then outstanding shares of common stock of the
Holding Company (the then outstanding shares of common stock
of the Holding Company (the “Outstanding Holding Company
Common Stock”) or (ii) the combined voting power of the then
outstanding voting securities of the Holding Company entitled to
vote generally in the election of directors (the “Outstanding
Holding Company Voting Securities”).

Irrespective of the foregoing, however, any transfer made as the
result of the death of a shareholder whereby said shares pass to a
beneficiary as designated under the shareholder’s duly probated
Last Will and Testament, or as a result of intestacy should the
deceased shareholder not have a duly probated Last Will and
Testament, or by joint tenancy should the shares be owned by the
deceased shareholder jointly with a spouse, or deceased
shareholder’s issue, shall not be deemed to be a transfer for
purposes of determining a change of control as set forth in this
section. In addition, any transfer made by a shareholder which has
been consented to by the Executive within thirty (30) days of said
transfer, or which occurred more than three (3) years previously,
shall be excluded from any computation of Change of Control
under the provisions of this section. Any such transfer by death or

6



-approved transfer by Executive is hereinafter referred to as an

“Exempt Transfer’; or

Individuals who, as of the date hereof, constitute the Board (the
“Incumbent Board”) cease for any reason to constitute at least a
majority of the Board; provided, however, that any individual
becoming a director subsequent to the date hereof whose election,
or nomination for election by the Holding Company’s
shareholders, was approved by a vote of at least a majority of the
directors then comprising the Incumbent Board shall be considered
as though such individual were a member of the Incumbent Board,
but excluding, for this purpose, any such individual whose initial
assumption of office occurs as a result of either an actual or
threatened election contest (as such terms as used in Rule 14a-11
of Regulation 14A promulgated under the Exchange Act) or other
actual or threatened solicitation of proxies or consents by or on
behalf of a person other than the Board; or

Approval by the shareholders of the Holding Company of a
reorganization, merger or consolidation, in each case, unless,
following such reorganization, merger or consolidation, (i) more
than 65% of, respectively, the then outstanding shares of common
stock of the corporation resulting from such reorganization, merger
or consolidation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors is then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
QOutstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such reorganization, merger or consolidation in
substantially the same proportions as their ownership, immediately
prior to such reorganization, merger or consolidation of the
Outstanding Holding Company Common Stock and Outstanding
Holding Company Voting Securities, as the case may be (excepting
the exempt transfers noted in (1) above, (ii) no Person (excluding
the Holding Company, any employee benefit plan (or related trust)
of the Holding Company, or such corporation resulting from such
reorganization, merger or consolidation, and any Person
beneficially owning, immediately prior to such reorganization,
merger or consolidation, directly or indirectly, 35% or more of the
Outstanding Holding Company Common Stock or Outstanding
Holding Company Voting Securities, as the case may be)
beneficially owns, directly or indirectly, 35% or more of,
respectively, of the then outstanding shares of common stock of the
corporation resulting from such reorganization, merger or
consolidation or the combined voting power of the then
outstanding voting securities of such corporation, and (ii1) at least a
majority of the members of the board of directors of the
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corporation resulting from such reorganization, merger or
consolidation were members of the Incumbent Board at the time of
the execution of the initial agreement providing for such
reorganization, merger or consolidations; or

Approval by the shareholders of the Holding Company of (i) a
complete liquidation or dissolution of the Holding Company or (ii)
the sale or other disposition of all or substantially all of the assets
of the Holding Company, other than to a corporation, with respect
to which following such sale or other disposition, (a) more than
65% of, respectively, the then outstanding shares of common stock
of such corporation and the combined voting power of the then
outstanding voting securities of such corporation entitled to vote
generally in the election of directors in then beneficially owned,
directly or indirectly, by all or substantially all of the individuals
and entities who were the beneficial owners, respectively, of the
Outstanding Holding Company Common Stock and the
Outstanding Holding Company Voting Securities immediately
prior to such sale or other disposition in substantially the same
proportion as their ownership, immediately prior to such sale or

other disposition, of the Outstanding Holding Company Common

Stock and the Outstanding Holding Company Voting Securities, as
the case may be, (b) no Person (excluding the Holding Company
and any employee benefit plan (or related trust) of the Holding
Company, or such corporation and any Person beneficially owning,
immediately prior to such sale or other disposition, directly or
indirectly, 35% or more of the Outstanding Holding Company
Common Stock or the Outstanding Holding Company Voting
Securities, as the case may be) beneficially owns, directly or
indirectly, 35% or more of, respectively, of the then outstanding
voting shares of common stock of such corporation and the
combined voting power of the then outstanding voting securities of
such corporation entitled to vote generally in the election of
directors and (c) at least a majority of the members of the board of
directors of such corporation were members of the Incumbent
Board at the time of the execution of the initial agreement or action
of the Board providing for such sale or other disposition of assets
of the Holding Company; or

The issuance or transfer of sufficient shares of stock, or a merger,
reorganization or consolidation, which results in (i) more than 50%
of the then outstanding shares of common stock of the Company,
or (i) securities having more than 50% of the combined voting
power of the then outstanding voting securities of the Company
entitled to vote generally in the election of directors, being owned
by other than the Holding Company or persons who owned
securities having more that 65% of the combined voting power of
the outstanding voting securities of the Holding Company entitled
to -vote generally in the election of directors of the Holding
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XIIL

Company prior to the transaction (but expressly excluding Exempt
Transfers as set forth in subparagraph (1) herein.

RESTRICTIONS ON FUNDING

The Bank shall have no obligation to set aside, earmark or entrust any fund or
money with which to pay its obligations under this Director Plan. The Directors,
their beneficiary(ies), or any successor in interest shall be and remain simply a
general creditor of the Bank in the same manner as any other creditor having a
general claim for matured and unpaid compensation.

The Bank reserves the absolute right, at its sole discretion, to either fund the
obligations undertaken by this Director Plan or to refrain from funding the same
and to determine the extent, nature and method of such funding. Should the Bank
elect to fund this Director Plan, in whole or in part, through the purchase of life
insurance, mutual funds, disability policies or annuities, the Bank reserves the
absolute right, in its sole discretion, to terminate such funding at any time, in
whole or in part. At no time shall any Director be deemed to have any lien nor
right, title or interest in or to any specific funding investment or to any assets of
the Bank. :

If the Bank elects to invest in a life insurance, disability or annuity policy upon the
life of the Director, then the Director shall assist the Bank by freely submitting to
a physical exam and supplying such additional information necessary to obtain
such insurance or annuities.

MISCELLANEOUS

A. Alienability and Assignment Prohibition: -

Neither the Director, nor the Director’s surviving spouse, nor any other
beneficiary(ies) under this Director Plan shall have any power or right to
transfer, assign, anticipate, hypothecate, mortgage, commute, modify or
otherwise encumber in advance any of the benefits payable hereunder nor
shall any of said benefits be subject to seizure for the payment of any
debts, judgments, alimony or separate maintenance owed by the Director
or the Director’s beneficiary(ies), nor be transferable by operation of law
in the event of bankruptcy, insolvency or otherwise. In the event the
Director or any beneficiary attempts assignment, commutation,
hypothecation, transfer or disposal of the benefits hereunder, the Bank’s
liabilities shall forthwith cease and terminate.

B. Binding Obligation of the Bank and any Successor in Interest:

The Bank shall not merge or consolidate into or with another bank or sell
substantially all of its assets to another bank, firm or person until such
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bank, firm or person expressly agrees, in writing, to assume and discharge
the duties and obligations of the Bank under this Director Plan. This
Director Plan shall be binding upon the parties hereto, their successors,
beneficiaries, heirs and personal representatives.

Amendment or Revocation:

It is agreed by and between the parties hereto that, during the lifetime of
the Director, this Director Plan may be amended or revoked at any time or
times, in whole or in part, by the mutual written consent of the Director
and the Bank.

Gender:
Whenever 1n this Director Plan words are used in the masculine or neuter
gender, they shall be read and construed as in the masculine, feminine or

neuter gender, whenever they should so apply.

Effect on Other Bank Benefit Plans:

Nothing contained in this Director Plan shall affect the right of the
Director to participate in or be covered by any qualified or non-qualified
pension, profit-sharing, group, bonus or other supplemental compensation
or fringe benefit plan constituting a part of the Bank’s existing or future

compensation structure.

Headings:

Headmgs and subheadings in this Director Plan are inserted for reference
and convenience only and shall not be deemed a part of this Director Plan.

Applicable Law:

The validity and interpretation of this Agreement shall be govemed by the
laws of the State of New York.

12 U.S.C. § 1828(K):

Any payments made to the Director pursuant to this Director Plan, or
otherwise, are subject to and conditioned upon their compliance with 12
U.S.C. § 1828(k) or any regulations promulgated thereunder.

10



Partial Invalidity:

If any term, provision, covenant, or condition of this Director Plan is
determined by an arbitrator or a court, as the case may be, to be invalid,
void, or unenforceable, such determination shall not render any other term,
provision, covenant, or condition invalid, void, or unenforceable, and the
Director Plan shall remain in full force and effect notwithstanding such
partial invalidity.

Continuation as Director:

Neither this Agreement nor the payments of any benefits thereunder shall
be construed as giving to the Director any right to be retained as a member
of the Board of Directors of the Bank.

Present Value:

All present value calculations under this Agreement shall be based on the
following discount rate:

Discount Rate: The discount rate as used in the calculations for the
Director plan.

Effective Date:

The Effective Date of the Plan shall be September 12, 2001.

Plan Year: |

Any reference to the “Plan Year” shall mean a calendar year from January
Ist to December 31st. In the year of implementation, the term the “Plan

Year” shall mean the period from the Effective Date to December 31st of
the year of the Effective Date.

XIV. ERISA PROVISION

Al

Named Fiduciary and Plan Administrator:

The “Named Fiduciary and Plan Administrator” of this Director Plan shall
be The Lyons National Bank until its resignation or removal by the Board. .
As Named Fiduciary and Plan Administrator, the Bank shall be
responsible for the management, control and administration of the Director
Plan. The Named Fiduciary may delegate to others certain aspects of the
management and operation responsibilities of the Director Plan including
the employment of advisors and the delegation of ministerial duties to
qualified individuals.

11
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Claims Procedure and Arbitration:

In the event a dispute arises over benefits under this Director Plan and
benefits are not paid to the Director (or to the Director’s beneficiary(ies) in
the case of the Director’s death) and such claimants feel they are entitled
to receive such benefits, then a written claim must be made to the Named .
Fiduciary and Plan Administrator named above within sixty (60) days
from the date payments are refused. The Named Fiduciary and Plan
Administrator shall review the written claim and if the claim is denied, in
whole or in part, they shall provide in writing within sixty (60) days of
receipt of such claim its specific reasons for such denial, reference to the
provisions of this Director Plan upon which the denial is based and any
additional material or information necessary to perfect the claim. Such
written notice shall further indicate the additional steps to be taken by
claimants if a further review of the claim denial is desired. A claim shall
be deemed denied if the Named Fiduciary and Plan Administrator fail to
take any action within the aforesaid sixty-day period.

If claimants desire a second review they shall notify the Named Fiduciary
and Plan Administrator in writing within sixty (60) days of the first claim
denial. Claimants may review this Director Plan or any documents
relating thereto and submit any written issues and comments it may feel
appropriate. In their sole discretion, the Named Fiduciary and Plan
Administrator shall then review the second claim and provide a written
decision within sixty (60) days of receipt of such claim. This decision
shall likewise state the specific reasons for the decision and shall include
reference to specific provisions of the Plan Agreement upon which the
decision is based.

If claimants continue to dispute the benefit denial based upon completed
performance of this Director Plan or the meaning and effect of the terms
and conditions thereof, then claimants may submit the dispute to an
Arbitrator for final arbitration. The Arbitrator shall be selected by mutual
agreement of the Bank and the claimants. The Arbitrator shall operate
under any generally recognized set of arbitration rules. The parties hereto
agree that they and their heirs, personal representatives, successors and
assigns shall be bound by the decision of such Arbitrator with respect to
any controversy properly submitted to it for determination.

Where a dispute arises as to the Bank’s discharge of the Director for
“cause”, such dispute shall likewise be submitted to arbitration as above
described and the parties hereto agree to be bound by the decision
thereunder.
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XV. TERMINATION OR MODIFICATION OF AGREEMENT BY REASON
OF CHANGES IN THE LAW, RULES OR REGULATIONS

The Bank is entering into this Agreement upon the assumption that certain
existing tax laws, rules and regulations will continue in effect in their current
form. If any said assumptions should change and said change has a detrimental
effect on this. Director Plan, then the Bank reserves the right to terminate or
modify this Agreement accordingly. Upon a Change of Control (Paragraph XI),
this paragraph shall become null and void effective immediately upon said
Change of Control.

"IN WITNESS WHEREOF, the parties hereto acknowledge that each has
carefully read this Agreement and executed the original thereof on the first day set forth
herein above and that, upon execution, each has received a conforming copy.

THE LYONS NATIONAL BANK
Lyons, New York

s rarbens C?m/ o Vmg//

}%tvness Title

Dot s Dol Besens /

Wltness David J. Breen Jr.
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SCHEDULE TO EXHIBIT 6.10 - FORM OF
SEPTEMBER 26, 2001 DIRECTOR FEE CONTINUATION AGREEMENTS
BY AND AMONG THE LYONS NATIONAL BANK AND THE
NON-EMPLOYEE DIRECTORS

The Director Fee Continuation Agreement filed as Exhibit 6.10 is substantially identical
in all material respects to the Director Fee Continuation Agreements which have been entered
into by the Lyons National Bank and the following additional non-employee directors effective
as of September 26, 2001:

James A. Homburger
Theodore Marshall
Anthony Paliotti
James E. Santelli
John J. Werner, Jr.

(457907:}



EXHIBIT 10.1
INDEPENDENT AUDITORS' CONSENT

We hereby consent to the inclusion in the Form 1-A Regulation A Offering Statement of
Lyons Bancorp, Inc., filed on or about February 23, 2004, of our report dated February 6, 2004

relating to the financial statements of Lyons Bancorp, Inc., and to the reference to our firm under
the heading "Experts" in the Offering Circular.

Frvicneane Geup (P4, PC

Syracuse, New York
February 20, 2004



EXHIBIT 12.1
TOMBSTONE ADVERTISEMENT

This announcement is under no circumstances to be construed as an offer to seil or as a solicitation
of an offer to buy any of these securities. The offering is made only by the Offering Circular.

80,000 Units

Lyons Bancorp, Inc.
(The Lyons National Bank is a wholly owned
subsidiary of Lyons Bancorp, Inc.)

consisting of

One share of common stock and one detachable warrant that expires on
June 30, 2006 to purchase one additional share of common stock.

Price $__ per unit (Minimum Purchase 100 Units)*

Copies of the Offering Circular may be obtained from Lyons
Bancorp, Inc. at 35 William Street, Lyons, New York 14489,

or by calling the administrative offices at (315) 946-4871,
Monday through Friday 8:00 a.m. to 5:00 p.m., or by attending
one of the series of Community Informational meetings scheduled

as follows:

Tuesday, April 20 Geneva, Belhurst Castle,

Route 14 South 8:00a.m.
Wednesday, April 21 Penn Yan, Sarrasin’s Restaurant,

301 Lake Street 8:00a.m.
Thursday, April 22 Lyons, Trombino’s Restaurant,

12 Pearl Street 8:00a.m.
Thursday, April 22 Newark, Quality Inn,

125 N. Main Street 5:00p.m.
Tuesday, April 27 Ontario, Branding Iron Steakhouse,

6361 Knickerbocker Road  8:00a.m.
Wednesday, April 28 Macedon, Crooked Pines Golf Club,

1148 Wayneport Road 8:00a.m.
Thursday, April 29 Jordan, Smarts Wayside Restaurant,

101 W. Main St., Elbridge  8:00a.m.
Thursday, April 29 Wolcott, Elks Lodge,

West Port Bay Road 5:00a.m.
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SOLICITATION OF INTEREST DOCUMENT

EXHIBIT 13.1



Lyons Bancorp, Inc.
35 William Street
Lyons, New York 14489
(315) 986-4871

January 22, 2004
Mr. Kenneth Burt -
186 Caroline Street
Clyde, New York 14433

Dear Mr. Burt:

Lyons Bancorp, Inc., is a financial holding company with one subsidiary, the Lyons National Bank, a chartered
national bank. The Lyons National Bank is an independent community bank founded in 1852 that currently operates 9 banking
offices located in the New York counties of Wayne, Onondaga and Ontario. A subsidiary of the bank, LNB Life Agency, Inc.,
provides investment services.

We are proposing to raise new capital through an offering to our existing shareholders and then through a community
offering to our depositors and others in New York and other selected states. We plan to raise this new capital from the sale of
units comprised of one share of common stock and one detachable warrant to purchase one additional share of common stock.

As we prepare to conduct the offering, we are soliciting non-binding indications of interest from selected persons. If
you would like to receive a formal Offering Circular when such document is available, please complete the information below,
and return to the address above, attention: Robert A. Schick, President; in the enclosed postage prepaid envelope.

This solicitation of an indication of interest regarding the proposed offering in no way constitutes the solicitation of
money or other consideration for the units proposed to be sold or any other securities of the Company. If money or other
consideration is received in response to this solicitation of the non-binding indication of interest, it will not be accepted. No
shares of the Company’s units will be sold, and no commitment to purchase units of the Company will be accepted, until we
deliver to you an Offering Circular that includes complete information about the Company and the proposed offering. If you
make an indication of interest with respect to the purchase of shares of the Company’s common stock, your indication of
interest does not constitute an obligation or commitment of any kind on the part of you or the part of the Company.

This announcement is under no circumstances to be construed as an offer to sell or as a solicitation of an offer to buy
any securities. Nor shall there be any sales of any securities in any state in which such offer, solicitation or sale would be
unlawful prior to registration, or qualification for an exemption therefrom, under the laws of any such state. This non-binding
solicitation of interest is intended only for the recipient named above. Responses will not be accepted from persons other than
the recipient named above.

We thank you for your interest in Lyons Bancorp.

Very truly yours,

Robert A. Schick
President and CEO
sk sk s ke o ook o ke ke 3k o oK e o ok ok o o ok ok ke ok sk ok ok o o ok ok ok 3 ok ok ok o o oK ok R ok ok s ok ok o ok ok ke ok ok ok ok ook ok s sk ok ok s s ok ok o ok sk s ok ok ke ok Sk ok sk ke ok ok ok sk ok

LYONS BANCORP, INC.

Response to Non-Binding Solicitation of Interest Dated January 22, 2004
Name:
O I would like a formal Offering Circular sent to me at the following address:
Address:
City: State: Zip:
Telephone #:( )
1 would consider an investment of $ (indicate range if appropriate).
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Schick:

Q:

Schick

Schick:

Q:
Schick:

Q:
Schick:

Q:
Schick:
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EXHIBIT 15.1

MANAGEMENT INTERVIEW

Lyons Bancorp, Inc. has an important event coming up.
Yes. We are once again going to our local market to raise capital.
Why?

Since our last common stock offering in 2000, the Bank has had tremendous growth.
In June 2000, our balance sheet totaled $110 million, but as of the end of 2003, we
weighed in at a little over $212 million.

Has this growth produced earnings or just size?

We have had a string of four record earnings years since the previous offering. In
2003, we earned over $1.6 million or $2.33 per share. And remember, we just split
our stock two for one. On a share-adjusted basis, our earnings have roughly doubled
since our last offering.

Have shareholders shared the benefits?

Our performance led us to reward our loyal shareholders with an increased dividend
on their shares. It was only right after we had asked them to forego dividend increases
while we built growth momentum. Our dividend is over two and one-half times what
it was when we last sold stock. With the Federal tax rate on those dividends down by
as much as 65%, our current shareholders have reaped much from our growth
strategy. Furthermore, our stock has appreciated nicely over the past few years,
almost doubling since June 2000. That’s pretty good considering that stock averages
have fallen in price since then.

This seems almost too good to be true. What else should we know?

Well, banks need to serve two masters — shareholders and regulators. As we have
grown and paid more to our shareholders, we have fully employed the capital from
the 2000 offering and the subsequent 2002 warrant conversion. But banking is a
business of managing risk, and to support the risk we take to earn money and grow,
we need a constantly growing capital account. In 2003, we privately raised $1 million
of capital. These dollars didn’t dilute our common shareholders, but they did provide
us the cushion to choose the best time to come back to the stock market for additional
funds.

And now is the time?

We believe so. The key ingredients to a successful sale include positive past
performance, tight risk control to be sure the performance is properly grounded, and
an investment market that is once again willing to view stocks as a good long term
investment. I shared some of the overall performance figures with you, but let me turn
to C.J. Britt, our senior lender, to give you an idea of our loan performance.



Brtt:

Britt:

Britt:

Q:
Schick:

Burt:
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In the three and one-half years since our last stock offering, we have almost doubled
the loan portfolio to $127 million. We have continued to emphasize commercial and
agricultural credits which offer the best returns for our asset dollar. They now
represent over half of our portfolio. Residential mortgages and home equity loans
account for almost one-third of our outstandings and the remaining portion is made
up of consumer loans.

Is there a risk of concentration in your commercial and agricultural portfolio?

Our commercial customers represent a wide variety of businesses, essentially a
microcosm of the market we serve. A market that is large enough to offer diverse
opportunities. If we draw a line around our branch network, basically Wayne County,
Geneva, and Jordan, the area inside the box is around 700 square miles, has a
population of over 100,000, and generates income in excess of $2 billion. And
remember, we like to think and lend outside the box as well. Our expertise in
agricultural lending helps us to serve customers of an even wider geographic area.

Another important aspect reducing potential concentration in our loan portfolio is the
variety in loan structures we use. Many of our commercial and agricultural loans are
secured by real estate, but we also look to equipment, inventory, and other valuable
assets to diversify our reliance on any one type of collateral. Furthermore, we seek to
add government guarantees to our loans whenever we have the opportunity. We
believe that all of these measures help us manage risk and alleviate the concern of a
large commercial and agricultural portfolio.

Do the numbers prove your point?

Yes. Our levels of non-performing loans are better than industry averages. At the
end of 2003, we showed .30% non-performing assets to total loans. This is well
below our peer levels of .70% based on September 30, 2003 figures, the most current
figures available. Our allowance for loan losses of $1,658,000 represented 1.30% of
total loans and over four times non-performing loans.

There are two other important points to note about our credit administration. First, we
have been very aggressive in identifying problem credits and working to resolve
them. When we find that losses are likely, we write off the loans rather than carrying
them along. Second, we have funded our loan loss reserve at an accelerated pace to be
sure that we are keeping ahead of our loan growth. During 2003, we increased the
total loan loss reserve by 35% even though our loan portfolio grew by a slightly less
robust 30%.

Has the rest of the balance sheet kept pace?

We think so. Our share of deposits in Wayne County has increased from a little over
9.5% in 1995 to 15.5% in 1999, and to 22.5% as of the most recent figures available.
In 1995, 1 said we wanted to be number one in Wayne County market share, and we
had some skeptics. Well, we were number six then and now we are second. In a few
years more, the skeptics will be proven wrong.

Those percentages tell a good story, but I like to look at the dollars and cents. Since
our last stock offering, our local deposits have increased from $96 million to $175
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million. Of the total growth, over $50 million came from local individuals and
businesses while the remaining portion was from local municipalities. This strong
growth in local funding meant we didn’t have to tap out-of-area borrowings in any
sizeable amount. Our highest level of out-of-area funding was less than $15 million
over this period.

Does this mean you are comfortable in funding your loan growth?

I would say confident rather than comfortable. We have a very structured approach to
managing our cash flows. We forecast our needs monthly and project the likely
sources of funding. In addition, we have utilized the secondary market to sell
mortgage loans, providing funding for $22 million of these credits while retaining the
servicing connection with the customer.

Let me ask you about expenses to support growth. How comfortable are you with
these?

Look, I'm the CFO of the Bank. I'm not supposed to ever be comfortable, it’s not my
job. But that said, I think it is very important for us to make sure that our
infrastructure is sound. The worst thing that can happen to us would be for our
business to be so successful that we outrun our abilities to manage it. It is my job to
budget the expenses we need to be sure that our foundation for growth can support
our business expansion.

Where do you feel these dollars will be spent?

There are three key areas. First, we need to have the right people in the right positions
in the organization. We have run tight on staffing as we have doubled the Bank while
increasing headcount by only 50% over the past three and one-half years. To fill out
our management chart, we expect to add a dedicated sales and service manager and a
corporate controller in the near future.

Second, we need data processing capabilities to deliver the products and services our
customers need and the management information to make good decisions. This is a
constant source of expense as we upgrade our systems.

Lastly, we need to stay on top of our needs for space. New branches are designed to
be consistent in look and inviting for customers. That costs more than a more generic
approach. More importantly, we are outgrowing our administrative and operations
space. We expect to make a significant commitment in the next year to meeting the
needs of our growing workforce.

Let me pick up on that point. OQur people are critical to our success, and we have to be
sure they have the kind of working environment that encourages them to do their best.
We have dedicated and well-qualified employees throughout the bank and a highly
motivated senior management team. In addition to C.J. Britt who heads our loan area
and Kenneth Burt, our CFO, our team includes Anthony Cataldi in operations, Noelle
Donselaar in MIS, Kimberly Kelly, our HR Director, Suzanne Phillips, our auditor,
and Kathleen Schaub, our marketing specialist.
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It sounds like everything is in place to grow once you raise the capital in your
offering.

I believe it is. But I want to caution everyone that growing prudently involves
spending money first and getting the benefits later. Eamings growth has been great
over the past few years, but as many remember, we took a pause for a year in
earnings per share after our last offering as we digested our investment in growth. [
expect this time will be no different.

I see you included a warrant in the offering again. Why?

Three reasons. First, we wanted to reward the folks who buy the units we are offering
with an additional opportunity for gain. If our stock goes up, buyers will profit on
both the shares they buy and on the warrants. Second, it takes time and effort to sell
stock. The warrant gives us the chance to bring in new capital in a few years without
the expense of another full-scale offering. Third, it worked well last time, and it’s
hard to argue with success.

Any closing thoughts?

As you can tell, we are excited about the Bank and really feel we have become the
bank headquartered between Rochester and Syracuse. Although we shouldn’t expect
everyone in the area to want to invest in our success, we can hope for a growing
number.

. Some of the financial information provided in this document is derived from our
audited financial statements, as of and for the periods ended December 31, 2003 and 2002. A
copy of these financial statements are contained in the accompanying Offering Circular, and
are also available from us upon request

This document contains various forward-looking statements that involve a number of

risks and uncertainties. A number of factors could cause actual results to be materially
different from any future results expressed or implied by such forward-looking statements.
Given these uncertainties, prospective investors are cautioned not to place undue reliance on
such forward-looking statements, which speak only as of the date of this document and the
accompanying Offering Circular.
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